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To bring tropical America’s most pampered bananas 
to the fruit bowls of the world, 
we have probed the jungles with railroads and bridged 


the oceans with the Great White Fleet. 


United Fruit Company 


General Offices: 80 Federal St., Boston 10, Mass. 


STA RICA « CUBA + DOMINICAN REPUBLIC « ECUADOR +- GUATEMALA + HONDURAS - 








Low telephone earnings do not mean low rates 


Good telephone earnings do not mean high rates 


Many years ago the Bell System 





pledged itself to provide the best 





possible service at the lowest possi- 





ble price. 


We meant it then and we mean 





it now. 


Today, more than ever, it is evi- 
dent that the best service at the low- 
est cost in the long run depends on 
good earnings. 


To a considerable extent the pub- 
lic, and we are afraid many who 
should know better, have come to 
think that low earnings mean low 
rates and good earnings mean high 
rates. 


Yet few people have the idea that 





The best service 
at the lowest cost 
in the long run 


depends on good earnings 











Or the lowest earning meat packer 





makes the best and cheapest hams. 





Or that the lowest earning company 





in any line makes the best and 





the lowest earning soap company 


cheapest products and renders the 





makes the best and cheapest soap. 





best service. 





It doesn’t apply to the telephone 
company either. 


There are many ways in which 
telephone users benefit in both the 
cost and quality of service through 
good earnings for the telephonc 


company. 


BELL TELEPHONE SYSTEM ( HB )) 





READERS SAY 


Costly Cabs 


Sir: The article “Taxi!” (Forses, July 
15) that Checker Motors Corp. 
has traditionally sold cabs to its fleets 
at $400 more per unit than outside fleets 
This is untrue. Checker’s sales to 
its affiliated taxicab operating companies 
and to all other customers have always 
been at the same factory prices f.o.b. 
Kalamazoo : 


states 


pay.” 


Morris MARKIN 

President, 

Checker Motors Corp. 
Kalamazoo, Mich 


Forees wording too terse to be 
entirely concise. The phrase should have 
read’ “has traditionally sold cabs to its 
fleets at $400 more per unit than outside 
fleets pay for other makes of cab.” In 
many this includes considerably 
less equipment.—Eb. 


was 


cases 


The Brussels Fair 


Sm: Malcolm Forbes’ article on the 
U.S. exhibit at the Brussels World’s Fair 
(“The U.S. at Brussels,” Forses, July 1) 
was the truest report I have seen. . . 

Most disturbing about [other] publi- 
cized reports on the U.S. exhibit is the 
fact that they state Europeans like the 
American display . I did not get this 
impression. Europeans are polite. 





COSDEN 


for fiscal year ended April 30 





HighZights 


1957 





1956 





NET INCOME 


Before income taxes............ 
After income taxes 
Percent of sales......... 

Per share of stock . 


SHAREHOLDERS 
Shares outstanding—year average. . . 
Number of shareholders 
Year-end equity...... 
Cash dividends paid. . 
Per share of stock 


Per share of stock . 
Stock distributions 
SALES 
Dollar volume 
Refined products and services 
Crude oil and gas 
ANNUAL GROWTH 
Additions to properties 


Crude oil processed—hbarrels........ 


Crude oil produced—harrels . 
Crude oil reserves—harrels 
Payrolls. . 


* Adjusted tor 2 for 1 stock split and stock dividends. 


5 8,601,272 


. $35,160,944 


$ 9,998,365 


$91,634,165 


$13,313,713 


$ 6,138,259 


$10,761,190 
6,046,190 
8.4% 

$2.55 


$ 7,927,731 
4,617,731 
8.3% 

$2.12 


5,193,272 
3.1% 
$2.01 


2,584,005 
8,100 


2,371,787* 
6,785 
$32,551,769 
2,251,012 
$1.00 

§ 9,562,033 
$3.87 $4.03 

(See Note) 100% 


2,176,268* 
3,768 
$20,047,391 
1,573,982 
$ 15 
$ 6,971,390 
$3.20 
5% 


2,583,995 
$1.00 


$71,921,997 
68,627,419 
3,294,578 


$55,612,848 
93,151,719 
2,461,129 


87,365,659 
4,268,506 


$16,764,698 
12,528,342 
1,472,731 
23,444,026 
$ 4,918,420 


$ 5,952,574 
9,902,637 
1,021,639 

20,262,620 

§ 3,951,776 


14,029,115 
1,869,615 
28,437,641 


Note: A 3% stock dividend with respect to fiscal year ended April 30, 1958 was declared May 21, payable June 30 te 


stockholders of record June 10, 1958. 


If you would like to receive a copy of our Annual 


Report and future Quarterly 


Reports, please write 


COSDEN PETROLEUM CORPORATION 


619 Petroleum Building 


Big Spring, Texas 





Only when | stressed that the exhibit 
did not adequately portray the American 
way of life did they mention their own 
disappointment. . . 

One American summed up the failure 
of the exhibit in a nutshell: If a fair- 
goer had three days to spend there, he 
could put the pieces together and acquire 
an idea of the American way of life. But 
most have only a few hours to spend... . 

Betty BLANCHARD 
Waterbury. Conn. 


“$50 Gold Pieces” 


Sir: Your very interesting article, “The 
Day They Took the Jingle Out” (Forses, 
July 15), just about the 
ject. 

I must take exception to the part of the 
article, though, which reads: “In June, 
1933, the time-honored month of gradu- 
ation, when the most traditional gift a 
parent could bestow on his graduating 
offspring was a $50 gold piece. .. .” The 
U.S. Government did not mint $50 gold 
pieces—with the exception of a few hun- 
dred coins issued by the San Francisco 
mint to commemorate the Panama Pacific 
Expositio.. 

The largest denomination was 
Double Eagle, or $20 gold piece. 

E. W. WEstT 


covered sub- 


the 


Flint, Mich. 


As Reader West rightly points out, the 
only $50 gold pieces ever minted by the 
U.S. were 1500 round and 1500 octagonal 
coins commemorating the 1915 San Fran- 
cisco international fair.—Eb. 


Odd Lot Trading 


Sir: I wonder whether I am wrong o1 
your artist is. In the chart, “Calling the 
Turns” (Forses, July 15), I suspect the 
lines are mislabeled. The trend seems 
correct, but the labels and color 
Am I right? 


wrong. 


R. F. Conee, Jr 
Wheaton, IIl. 


Entirely. As a number of other alert 
readers noticed, Forses’ artist confused 
the index lines for the odd lot and odd 
lot short sales indexes in his chart. A 
correct version of the affected portion of 
the chart is shown to scale below, so that 
interested readers may cut it out and 
paste it over the chart appearing in the 
July 15 isswe—Eb. 


Sir: We were puzzled by the statement 
in your article, “Are Market Turns Pre- 


Odd Lot 
Index 


7110 
100 


90 
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(CONTINUED ON PAGE 41) 
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SIDE LINES 


Curb Service 


Lone before he struck it rich in 
uranium, Rio Tinto Mining’s Mi- 
das-rich Joseph Hirshhorn (see 
page 16) remembers his first look 
at Broad Street’s turn-of-the- 
century Outdoor Curb Market. A 
fifth grader on an excursion to 
Staten Island in 1911, Hirshhorn 
never got to 
the ferry. In- 
stead he spent 
the entire day 
gaping at the 
milling crowds 
of bowler and 
blazer - clad 
stockholders, 
nimbly flash- 
ing hand sig- 
nals to order 
clerks who 
half hung out 
of open windows. As Hirshhorn 
puts it: “The wig-wagging like 
deaf-and-dumb signals between 
sidewalks and windows, the brok- 
ers with their colored hats. .. . It 
fascinated the hell out of me.” 

Little wonder, for the old Curb 
market worked the same sort of 
fascination on nearly everyone. 
Until it grew so big that even Broad 
Street itself could not contain its 
activities, the Curb presented a 
mystifying sight. Every trading 
day, in all kinds of weather, its 
members cluttered the street, buy- 
ing and selling stocks in a manner 
that suggested nothing so much as 
a stock market snake pit. 

Yet for all its aspect of un- 
planned madness, the Curb pros- 
pered until, in 1921, practicality 
and propriety itself dictated that 
the “O-zone” market should move 
at last indoors. Today the old Curb 
is housed in its own stately build- 
ing at 86 Trinity Place and is 
known as The American Stock 
Exchange. Second in size only to 
the Big Board, it has some 800 list- 
ed stocks (including more foreign 
stocks than any other exchange in 
the nation), valued at more than 
$25 billion. 

Hollywood On The Curb. Three 
years ago the Governors of the 
American Exchange hit upon a 
happy thought: so rich in history, 
so lusty in color was the Exchange’s 
story that it ought to be told on 
film. Their aim: to create on cellu- 


Trading on the Curb (circa 1905) 


loid “a vital segment of our finan- 
cial community at work in the past 
and today,” and to achieve this aim 
with “a minimum of commercial 
sell.” 

What came out was Behind The 
Ticker Tape, a delightful, 21-min- 
ute brokers’ Baedeker in Techni- 

color. By last 
month, the 
American's 
movie, which 
is shown ev- 
ery half hour 
in the Ex- 
change’s own 
Little Theater 
and distribut- 
ed to 
of schools, 


scores 


colleges, clubs 
and similar 
groups as well as to regular movie 
houses, had been booked better than 
11,825 times for 13,774 showings 
before a total audience of 1,250,000 

Even more gratifying is that the 
U.S. State Department thinks so 
highly of Ticker Tape as a painless 
presentation of the capitalist system 
that it has translated the film into 
some 25 different languages, 
screened it widely abroad. 

Stock Market Star. Filmed on Uni- 
versal-International’s huge back 
lot, it is probably the first Holly- 
wood movie ever to make a stock 
exchange a star. Through the eyes 
of a up-from-the-Curb 
broker, it traces with faithful de- 
tail the Exchange's 
from a select group of outdoor 
traders on Wall Street in 1875 
through the vast army that spilled 
over Broad Street from 1900 to 1921 
(where a trading post might be a 
mail box) to modern trading meth- 
ods on the up-to-date 
(still one of the few places where 
talking with one’s hands “is not 
only polite but essential’) 

While cherishing its quaint heri- 
tage, the American Exchange to- 
day is as much removed from its 


veteran 


development 


American 


antecedents as a pork-pie is from 
a bowler. In fact, we hear that 
President Edward T. McCormick 
delights in slapping a 25c fine on 
anyone who refers to the Ameri- 
can as the Curb. After seeing the 
movie, most viewers will probably 


think that’s a downright shame 


FORBES FORBES is published twice monthly by Forbes, Inc., 70 Fifth Ave., New York 11, N. Y. Entered as second-class matter, September Volume 82 
Aug. 1 7, 1917, at Post Office, New York, under Act of March 3, 1879. Subscription $6.00 a year in U.S.A. Copyright 1958, Forbes, In No. 3 








SIXTY YEARS... 
AND THE BEST 
iS YET TO COME 





Then—Back in 1909 
Goodyear built the first 
airplane tires 


THEN 





& 
ce 


he 


~ 


folate imate)’, Ane 


Goodyear Tires For Airborne Giants 


When Goodyear tires replaced the sled runners used 
on the Wrights’ early flying machines. few people 
realized that those tiny planes would grow to flying 


giants today ... and what enormous tires they would 
require, 

Goodyear continues to pioneer in the field of air- 
plane tires. In 1956 Goodyear’s exclusive 3-T. Triple 
Tempered, Nylon Cord Tires became the first tubeless 
tires used as standard equipment by a commercial air- 
line. In the air and on the ground, Goodyear is pre- 
eminent in the manufacture of tires for planes, motor- 
cycles. bicycles. innumerable industrial vehicles .. . 
practically everything on wheels. 


Wherever you look, in the home, field. road. or fac- 
tory, you will find Goodyear’s diversified output aid- 
ing consumers all over the world. These activities, 
resulting from a natural, growing diversification, in- 
clude the production of industrial rubber 
aviation and aircraft products 
films and flooring . 
metal products 


goods ee 
... foam products... 
.. chemicals... shoe products ... 
. and others — meeting an ever- 


. . . . ‘ 
increasing number of consumer and industrial needs. 


It is through imaginative growth like this that Goodyear 
has become the world's largest rubber company. 


GOODFYEAR 


THE GREATEST NAME IN RUBBER 


Watch “Goodyear Theater" on TV—every other Monday 9:30 P.M. EDT. 


FORBES, AUGUST 1, 


1958 





“With all thy getting get understanding” 


FACT AND COMMENT 





by MALCOLM S. FORBES 


INDUSTRY OUTLOOK—LAST HALF OF 1958 


The editors of Forses’ subsidiary, Investors Advisory 
Institute, Inc., periodically review the nation’s key in- 
dustries. Herewith are reports on a selected group of in- 
dustries based upon their prospects for the remainder of 
this year. 

Electronics. One of the country’s more dynamic growth 
fields, the electronics industry reflects divergent trends. 
Consumer electronic products such as radio, TV and 
appliances have suffered over the past 12 months from 
a condition of excessive inventories and a_ reduction 


in demand. However, with the limited production of 


the past six months effectively 


dealers’ hands, this segment of 


reducing stocks in 


1959 shows new appropriation requests for electronic 
procurement totaling $3.7 billion, including $1.5 billion 
for aircraft electronics, $1.1 billion for missile electronics 
(48c of each missile dollar) and $1 billion for communica- 
tions gear and other equipment. 

Farm Equipment. Although the farm equipment in- 
dustry is not entirely out of the woods yet, as indicated 
by earnings for the early months of the current fiscal 
year, prospects favor a significant improvement before 
1958 is concluded. Second quarter statements have been 
highly satisfactory and with the rate of realized net farm 
income trending upward, as well as the current rate of 


sales, the second half of this yea 





the industry has retrenched to a 
point where the effects of an an- 
ticipated improvement in demand 
by the end of this summer should 
show beneficial results for the 
final quarter of 1958 and _ be- 
yond. Over-all yearly compari- 
sons, though, will be below the 
1957 experience. 

The fields of industrial and 
commercial electronics, which in- Meat Packing, 
clude data processing systems, 
automatic controls, generators, 
transmission and 
measuring equipment, will extend 
their growth this year by about 
10°, over the record $1.3 billion 
of a year ago. However, the indus- 
trial electronics segment, which 


transformers, 





COMPARATIVE OUTLOOK FOR ee 
INDUSTRY GROUPS re eee 
EXCELLENT total 
Electronics, Farm Equipment, Natu- 
ral Gas, Electric Utilities 
GOOD 


Aircraft, Building 
Ferrous Metals, 


Materials, Non- 
Food, Containers, 
Office 


Food Chains, Tobacco, Personal Loan. 


AVERAGE 


Air Transport, Banks, Industrial Ma- 
chinery, Paper, Department Stores, 
Variety Chains, Appliances, Shoes, 
Sulphur, Trucks, 
Railroads, Soft Drinks, Textiles 


Rail Equipment, 


should reflect a marked turnabout 
in the lagging fortunes of equip- 

Government sources estimate 
net cash income for farm- 
ers will rise to $12.5 billion this 
year, against $11.5 billion in 1957 
In addition to this favorable back- 
ground, manufacturers believe 
that a considerable volume of de- 
Equipment, ferred demand has been built up 
as a result of the comparativelys 
low level of purchases during re- 
cent years. Since inventories had 
been substantially reduced during 
this low demand period, manu 
facturers are presently feeling, 
and should continue to feel, the 


full impact of steadily increasing 








depends heavily upon the rate of 
capital expenditures for plant expansion, will soften ove: 
the next six months and, as a result, manufacturers of ma- 
chinery controls and motors will operate at a rate below 
the record of 1957. Utility suppliers will also feel the 
effect of a softening demand for generating and othe: 
equipment during the next few months. 

The important military electronics segment, which 
accounts for approximately half the industry's $7 billion 
sales, definitely has turned the corner and is moving 
sharply upwards. The Administration’s budget for fiscal 
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sales. Profit margins are also 


showing some improvement, augmented by price in- 
creases placed in effect last fall. Taking the longer term 
view, the industry can be said to have a good measure of 
growth appeal. 

Natural Gas. Natural gas supplied 19.7‘, of America’s 
35 quadrillion BTU of energy requirements in 1950. In 
1957, power consumption soared to 42.1 quadrillion BTU, 
and natural gas provided 27.9°. of this staggering total 
The implications these statistics have for the natural gas 
industry are obvious 


The gas producers, transporters 





and distributors have had to run at full gallop just to 
keep pace with normal requirements. The industry is 
spending $2 billion a year to expand its plant in anticipa- 
tion of a constantly accelerating demand. 

The near-term outlook is attractive. Despite the re- 
cession, gas sales have been running about 6% over 1957, 
which was itself a record year. Natural gas distributors 
are vigorously promoting the use of gas appliances, in- 
cluding such off-beat items as gas air conditioning, gas 
patio lights and’ other illuminating lamps, gas incinerators 
and gas-powered irrigation pumps. These efforts are 
increasingly successful in boosting the per capita use of 
natural gas. 

Regulatory difficulties besetting the natural gas in- 
dustry continue to hamper operations. However, the 
industry is learning to live with these temporary re- 
It looks to early 1959 for relief. 

Electric Utilities. The electric utility industry has again 
proven its ability to operate successfully during a busiress 
recession. Despite decreased sales to industrial cus- 
tomers, the solid gains recorded by the residential and 
commercial divisions permitted the electric utilities to lift 
net income by 6.4% in the first quarter of this year over 
the like period a year earlier. 

The industry is expected to continue its steady progress. 
Contributing to this will be such factors as the constant 
growth trend in population, increased industrial activity 
in support of America’s expanding economic obligations, 
a more favorable regard by the various regulatory agen- 
cies toward the utilities’ basic rate problems, the gradual 
enlargement and mechanization of the American farm, 
and the general uptrend in per capita use of electricity. 

The forward-looking managements of the country’s 
electric utilities are currently spending millions of dollars 
for nuclear power research, development and construction 
against the day when such power becomes competitive 
with conventional power sources. This policy is in keeping 
with the industry’s practice of building today to provide 
for tomorrow. 


strictions. 


Over the balance of the year, the electric power com- 
panies will benefit from the brightening business outlook 
and from rate increases granted by various state regu- 
latory commissions. Revenues for the year will certainly 
exceed those of 1957, to continue the industry’s long- 
term year-to-year improvement record. 

Building Materials. Over-all construction activity in the 
first half of 1958 has been one of the strong elements in 
the national economy. The joint estimates of the Depart- 
ments of Labor and Commerce show total new con- 
struction put in place at $22,066 million in the first six 
months this year, or a little more than the $22,058 million 
total for the first half of 1957. Although private construc- 
tion totaling, $15,508, million was down 1%, public con- 
struction at $6,558 million was up 3%. 

For the balance of the year, total construction promises 
to continue strong. It is true that certain classes of con- 
struction point downward. These include construction re- 
lating to capital expenditures by the manufacturing and 
public utility industries which have curtailed plans for 


additional facilities following recent heavy expenditures. 

However, the private residential building outlook is 
favored by increased activity under Government-insured 
plans for housing. In May, requests for appraisals under 
the VA program were highest since late in 1956, while 
FHA mortgage insurance applications were the largest 
for any month on record during May 1958. In that month, 


8 


the seasonally adjusted annual rate of rrivate housing 
starts was 1,010,000 against an average ior the first five 
months this year of 955,000. This has led to estimates that 
the year’s total may fall in the range of 1.1 to 1.2 million, 
a rate which could carry the value of residential building 
for the year close to the $17.6 billion of 1956. This is im- 
portant because private residential building is by far the 
largest single segment of the construction total. Other 
important segments afford brighter prospects too, seeing 
that heavy construction contracts in the first 27 weeks 
of 1958 were up 2% over the same period a year ago. 

The strong elements in large contract private con- 
struction are mass housing and commercial building; in 
public construction, contracts awards have been increas- 
ing in all categories except waterworks and bridges and 
these are relatively small anyway. On balance, the in- 
creasing classes of activity outweigh those in which de- 
clines are indicated over coming months. 

Paper. Although the economic recession has aggravated 
the paper industry’s overcapacity problem, some impres- 
sive signs of underlying strength have been in evidence 
over the past year. Production in 1957 totaled 30.7 million 
tons of paper and paperboard, a figure only a slight 2% 
below the preceding year’s all-time peak output of 31.4 
million tons. Production to date has averaged only about 
4%-5% below the year-ago period with much of the 
relatively small decline attributable to inventory trim- 
ming at distribution levels rather than to contraction in 
end-use consumption. 

The element of basic strength indicated by such well- 
sustained demand augurs extremely well for the future 
of the industry and points toward continued long-term 
growth along the lines of the past. Such growth has seen 
the industry’s output rise from 13.5 tons only twenty 
years ago, and from 21.8 million tons a scant decade ago. 
Primary stimulus to such performance has come from the 
ever-increasing number of new uses found for paper and 
paperboard products, as well as from the market in- 
crement provided by increased population. On such an 
outlook the excess capacity currently afflicting paper- 
makers can be seen in perspective as nothing but a 
temporary obstacle in the path of future earnings progress. 

Retail Trade. While the relatively well-maintained pace 
of retail sales has been considered one of the brighter 
spots during the business setback, most segments of the 
retail industry (with the possible exception of food and 
drug chains) to date this year have been feeling the 
effects of a recession-inspired profit squeeze. Primarily 
responsible has been the rising cost of operations that 
have been experienced on static or slightly lower sales. 

With indications currently pointing toward a bottom- 
ing out of the recession and a possible slight upturn iater 
in the year, however, some measure of improvement could 
be in store for the retailers over the near future. This 
follows because even a slight, modest upturn in spending 
could have a buoyant influence upon earnings of most 
retail establishments, which characteristically operate on 
a low margin, but also on a small capitalization basis. 
Much will depend upon the trend of consumer purchasing 
as the seasonally important Christmas period approaches. 
At this juncture, and considering that consumer confi- 
dence and purchasing have held up reasonably well 
since the start of the year, there seems at least valid 
reason to believe that second-half prospects for retailing 
should be viewed more optimistically than was the case 
a few months ago. 
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Storm warnings...and HIGH BLOOD PRESSURE 


Ww" N a Sailor encounters rough seas, he 
will, if possible, seek refuge in the 
nearest sheltered cove . . . and stay there 
until the storm has spent its fury. 

Those who have high blood pressure, or 
hypertension, should also steer away from 
emotional “storms” or upsetting situations. 
In fact, doctors advise their hypertensive 
patients to spend as much time as possible in 
surroundings that help ease daily tensions. 

This is important because sustained ten- 
sion tightens up the body’s smallest blood 
vessels and the heart must work harder to 
pump blood throughout the body. 

According to recent estimates, high 
blood pressure affects about five million 
Americans .. . 


and it is a major cause of 


heart trouble in middle age and later vears 


Fortunately, treatment for it has steadily 
improved. Several new drugs, for instance, 


are bringing relief to many thousands of 


patients today. 

These drugs, however, do not cure the con- 
dition. They must be used under close med- 
ical supervision, as the doctor has to study 
each individual case... and decide which 
drug or combination of drugs can be used 
safely and effectively. 

Control of high blood pressure depends, 
toa considerable extent, upon what patients 
do about their health. Most patients who 
are careful about weight control, diet, re- 
laxation, rest—and who have periodic med- 
ical check-ups to guard against possible 


complications—can live long, comfortable 


and useful lives 

The best way to help avoid heart disease 
due to high blood pressure is to detect and 
treat hypertension when it first appears 
often in the late 30's or early 40's 

So, everyone should have regular health 
examinations—especially those who are 
overweight and those who have a family 
history of hypertension. 
Remember that everyone’s blood pressure 
goes up and down in response to various 
Situations we meet daily. Don’t worry if 
yours is temporarily high, especially during 
times of stress. Only when blood pressure 
frequently goes above normal, or stays 


there, is there cause for concern 


COPYRIGHT 1958-—- METROPOLITAN LIFE INSURANCE COMPANY Metropolitan Life Insurance Co. 


1 Madison Ave., New York 10, N.Y. 
Please mail me a free copy of 
your booklet“ Your Heart,” 8.58-F, 


Metropolitan Life Insurance Company 


(4 MUTUAL COMPANY) 








. 








> ae see 1 MADISON AvENUE, New York 10, N. Y. 
Te MSS 
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THE METTLE OF PHELPS DODGE 


In an industry famed for erratic swings of 
fortune, conservative, cash-rich Phelps Dodge 
makes its own luck by hewing strictly to the 
straight and narrow path of solid fiscal virtue. 


At THE Manhattan headquarters of 
the Phelps Dodge Corp.,* old timers 
still recount an ancient anecdote that 
reaches back to the days of the Wild 
West and the birth of the company’s 
big Copper Queen mine in Arizona. 
The mine was partly owned by a 
gambler named George Warren, who 
had such confidence in his own abili- 
ties that he wagered his interest on a 
bet that he could outrun a horse. 
When Warren's confidence proved to 
be stronger than his legs, the mine 
eventually was acquired by two East- 
erners named Phelps and Dodge. 

Warren's foot race cost him more 
than $20 million. So great was the 
output from the still-active Copper 
Queen that today Phelps Dodge ranks 
as the nation’s second-largest pro- 
ducer of domestic copper (the larg- 
est: Kennecott) and the third-largest 
owned by US. interests (larger: 
Kennecott and Anaconda). Last year 
its mines disgorged some 267,417 tons 
of copper, as well as_ substantial 
amounts of gold and silver. In its own 
smelters and refineries, the copper 
was separated from the ore, and in its 
own mills much of this copper was 
then fabricated into wire, tubing and 
a host of other products. 

The Rocky Road. Yet for Phelps 
Dodge’s Chairman Louis S. Cates 
and President Robert G. Page, 57, 
the path from the pithead to the 
profits column is not a smooth one 
these days. Their problem: the recur- 
rent difficulty of mining profits in an 
industry which still often shows much 
of the instability of a George Warren. 

It can be cogently argued that the 


*Phelps Dodge Corp. Traded NYSE. Cur- 
rent price: 5154. Price range (1958): high, 
5154; low, 37. Dividend (1957): $3. Indicated 
1958 payout: $3. Earnings per share (1957): 
$4.48. Total assets: $423.9 million. Ticker sym- 
bol: PD 
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hard-hit copper producers are the 
victims of a peculiar economic cir- 
cumstance. Scattered across the U.S., 
Chile, Peru, Africa and Canada, they 
cannot legally regulate or practically 
rationalize production among them- 
selves. Yet if the world’s formidable 
array of producers mine so much as 
4% more copper than the market 
needs, the price can plummet by 
nearly 50% (see chart; p. 13). 
Exactly that happened to the cop- 
permen last year. As copper soared 
to a lofty price of 48.lc a pound in 
1956, producers scrambled to mine all 
the red metal they could. But though 
copper is probably the world’s most 
versatile metal, it is also one of its 
most cyclical. When buying by elec- 
trical equipment, auto, housing and 
other industrial customers turned 
down, the producers were caught 
short. Their mines were still going 
full blast, and most producers were 
not particularly quick to cut back out- 
put. The result was eight successive 


PHELPS DODGE’S PAGE: 
ready cash is the key 


slashes, which brought copper down 
to a lackluster 25c a pound. 

Good Times & Bad. As seen from 
Wall Street, never a particularly sym- 
pathetic observer of corporate diffi- 
culty, it is the job of Page and his 
copper rivals to iron out these fluc- 
tuations. The coppers are sometime 
favorites in the canyon. Few groups 
of stockholders benefit more when 
times are good than those owning 
copper shares. In 1956, for example. 
Phelps Dodge earned a record $8.72 a 
share before deducting depletion 
charges, paid out a generous $5 in 
dividends, giving stockholders a bet- 
ter-than-average 6.5% return even if 
they had bought their stock at its 
high of that year. Since then the 
cycle has reversed. Says Page: 
“Phelps Dodge does not hold itself 
out as the sole medium for anybody’s 
investment. But it can give a pretty 
good income at times, and it is a 
hedge against the decline in value of 
the dollar.” 

When copper prices drop, of course, 
the story is a far different one. Last 
year, when copper sold for an average 
29.9¢c a pound, Phelps Dodge’s profits 
dropped to $4.48 a share before deple- 
tion, its dividend to $3. When the 
price kept going down, first quarter 
earnings this year reached only 67c a 
share, 8c less than its quarterly divi- 
dend. While Phelps Dodge was one of 
the few copper producers which did 
not cut its dividend, even Wall Street 
will not speculate on how much long- 
er it will pay out more than it earns. 

Digging In. As Page sees it, the 
best offensive against these fluctua- 
tions is purely defensive: to keep the 
company in a highly liquid position at 
all times. ‘Phelps Dodge,” he says 
quietly, “is a copper mining producer, 
and copper is a cyclical industry. 
The only way to survive is to follow 
a conservative cash and debt policy.” 

On that philosophy, Page and Cates 
built Phelps Dodge’s balance sheet 
into the second strongest in copper 
(first: Kennecott), and one of the 
most formidable in U.S. industry. 
Its entire capitalization consists of a 
relatively small 10.1 million shares 
of stock, with no preferred or long- 
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term debt. Even in a lean year like 
1957, its current assets ran nearly five 
times its current liabilities. 

But this is not all. Every share of 
Phelps Dodge common is bolstered by 
$3.69 in cash alone, with another $8.98 
in Government securities. Adding 
still more to its liquidity—a vital ele- 
ment in the cyclical copper business— 
are its investments in Amerada Petro- 
leum (200,000 shares), American 
Metal Climax (712,161 shares) and 
New Jersey Zinc (195,000 shares). At 
recent market prices, these invest- 
ments work out to roughly $4.20 in 
highly negotiable assets behind each 
share of Phelps Dodge common stock. 

Cash & Carry. Yet in Wall Street, 
where “idle” cash is anathema, all 
this suggests a question. Could 
Phelps Dodge’s cash not be put to 
better use? Invested directly in some 
other industrial activity, would it not 
have helped smooth out the peaks 
and valleys of copper earnings? Ac- 
tually, the argument runs, strong cash 
positions, something of a tradition 
with coppermen, have availed them 
little in the past. As one example, 
Wall Street has been valuing the 
common ‘stock of Miami Copper at 
only $29 a share, even though its 
cash and marketable investments 
alone are worth $30 a share. 

Page, however, does not believe 
that diversifying merely for the sake 
of diversification is sound doctrine. 
Moreover, he notes, Phelps Dodge’s 
strong cash position is itself one of 
the main reasons that it is one of 
the rare copper producers that has not 
had to cut its quarterly dividend. 
“You'll notice,” he says with a quiet 
smile, “that we haven’t become a dis- 
tress stock.’’* 

Another compelling reason for 
keeping a strong cash position, in 
Page’s view, is the huge financial re- 
sources needed to develop a new de- 
posit of copper. Unlike, say, an oil 
pool, a copper property cannot be de- 
veloped on a_ shoestring. Copper 
Range, for example, laid out $65 mil- 
lion to open its new mine, and Mag- 
ma’s San Manuel mine, which has 
yet to show a profit, cost $106 mil- 
lion. Similarly, the development 
costs for Southern Peru Copper’s To- 
quepala diggings, which still are 
being opened up, probably will reach 
$200 million. “When a new venture 
comes up,” remarks Page, “you've got 
to have ready cash if you want to get 
in on it.” 

It can be argued forcefully that the 
copper producer whe finances expan- 
sion through debt instead of cash 
probably plays a riskier game than 
the average businessman employing 


*Despite copper’s woes, Phelps Dodge com- 
mon stock has been selling at a price roughly 
11 times its 1957 earnings. 
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PHELPS DODGE REDUCTION PLANT (MORENCI, ARIZ.): 


“profit margins in refining . . 


borrowed funds. Consider, for ex- 
ample, the cases of Copper Range and 
Magma. As Wall Street estimates 
their costs, Copper Range can produce 
its metal for slightly more than 20c a 
pound, Magma for 24c. Nevertheless, 
each needs 30c copper to break even. 
Reason: high interest and deprecia- 
tion charges add 8c a pound to Cop- 
per Range’s costs, 5.3c to Magma’s. 

Not that a copper producer with 
Phelps Dodge’s basic strength need 
eschew debt altogether. “We _ bor- 
rowed $20 million in 1937,” recalls 
Page, “which was a lot of money in 
those days. But we have not had 
any need to borrow since.” 

Of Copper & Coppers. Conservative 
as Phelps Dodge’s financial policy is, 
Page has not been passing by oppor- 
tunities in the copper business merely 
in order to save cash. From George 
Warren’s old Copper Queen mine (to- 
tal 1957 production: 69.2 million 
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EARNINGS TARGETS FOR COPPER 


Copper producers can do little to control the price of their 
commodity. But the price at which they sell makes all the 
difference to their profits. Here is what one knowledgeable 
Wall Streeter estimates the top producers would earn per 
share this year if domestic copper prices rose to higher levels. 


IF COPPER SOLD AT THESE PRICES PER POUND 


EARNINGS PER 
COMPANIES WOULD LOOK LIKE THIS 


$3.25-3.50 


. are very low” 


pounds) to the new Lavender open- 
pit mine just above it, Page runs 
what ranks as among the most effi- 
cient mines in the country. In the 
copper business, efficiency is some- 
thing more than a matter of corporate 
pride. Because of it, and the nature 
of their diggings, Wall Street analysts 
believe that Page and Kennecott’s 
President Charles R. Cox are the 
only two domestic producers who can 
make appreciable profits by selling 
domestic copper at 25c a pound. 


Precise costs, which necessarily 


have wide variations, due to mining 


methods and other factors, are ex- 
tremely difficult to pin down. Never- 
theless, the same analysts feel fairly 
certain that both Page and Cox can 
produce copper domestically for 18c- 
20c a pound. Few other American 
miners can come anywhere close to 
that. Domestic costs for Anaconda, 
for example, are believed to run a 
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SHARE OF SEVEN BIG 
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3.75 4.50 











. i? 


MINE CARS (AJO, ARIZ.): 
supplies of new metal are still at record levels 


few cents higher, and marginal 
Miami's costs probably reach some- 
thing like 28c a pound. 

In the world copper market, though, 
where the economic ground rules are 
as illogical as George Warren’s foot- 
race bet, even low-cost domestic pro- 
duction is no guarantee of profit. For 
foreign copper supplies, which com- 
pete directly with the American prod- 
uct, can be produced for far, far less. 
Case in point: Anaconda. Of the 
$4.23 a share profit it reported last 
year, no less than an estimated $1.75 
came from Anaconda’s huge Chilean 
mine, where costs are believed to run 
about 15c-18c a pound. By comparison, 
Anaconda’s_ copper-lead-zinc-alumi- 
num activities in the U.S. probably 
brought in only 50c to $1 net per 
share. Kennecott’s Cox, who also 
in Chile, is believed to have 
similar costs. 

Next door in Peru, Cerro de Pasco 
can probably produce copper for only 
a penny a pound or so more. But even 
these figures pale before those of the 
Belgian producers, who can mine cop- 
per in Africa for about 12c-l5e a 
pound. Still another source: Canada, 
where the International Nickel Com- 
pany actually produces the cheapest 
copper in the world as a byproduct of 
Inco’s nickel operations. “A great deal 
of African, Canadian and South Amer- 
ican copper,” Page admits, “does have 
substantially than do- 
mestic copper. Nevertheless, there 
are certain advantages just to being 
in the U.S.” 

Wall Street to Pithead. The man who 
must exploit these advantages, Rob- 
ert Guthrie Page, was born in Colum- 
bus, Ohio, and was educated at Phil- 
lips Academy at Andover, Yale and 
Harvard Law. From Harvard, young 
Page went to Washington to a coveted 
post as secretary to Supreme Court 
Justice Louis D. Brandeis. After two 
years with Brandeis (whose picture 
still hangs in Page’s Park Avenue 
office), Page practiced corporation 


mines 


lower costs 
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law in New York, later served with 
the regional administration of the 
SEC. 

The event that determined Page’s 
future as a copper man occurred in 
1936, when he joined the law firm of 
Debevoise, Stevenson, Plimpton and 
Page. While there, he handled most 
of the legal work connected with the 
Phelps Dodge account, and by 1947 
Page knew the company so well that 
he was named a director and, a month 
later, president. 

From his first day in office, Page, 
despite his conservative financial in- 
stincts, has never hesitated to spend 
when he could see a profit in the off- 
ing. Though Phelps Dodge’s dividend 
payout usually runs to a liberal 63% 
of earnings, a considerable portion of 
earnings are consistently plowed back 
into facilities for fabricating and fin- 
ishing copper as wire, cable and other 
products. Explains Page: “The profit 
margins in refining and smelting cop- 
per are very low. But fabricating is 
much more profitable, particularly 
when you can control your source of 
raw materials. So that 
have concentrated 
vestment.” 


is where we 
much of our in- 


MAKING COPPER RODS: 
a play for profit 
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Still more money has been ear- 
marked to set up fabricating plants 
abroad, generally in conjunction with 
foreign capital. Only now is this pro- 
gram beginning to turn raw copper’ 
into coppers of profit. Just last year, 
Page expanded a wire and cable plant 
in Colombia, opened a factory in 
Cuba, was near to opening one in 
Puerto Rico, and went into produc- 
tion in a newly-built wire mill and 
cable plant in Venezuela. In the 
Philippines, Page recently started 
commercial operations at still another 
wire and cable plant. 

Page is convinced that coppermen 
can find a vast new market for them- 
selves outside the U.S. “Even a very 
gradual increase in the standard of 
living abroad” he points out, “is going 
to give you a pretty good market.” 

Money in the Ground. Though Phelps 
Dodge still confines itself to producing 
solely copper, unlike such rivals as 
Anaconda which has gone into both 
uranium and aluminun, indirectly its 
money has also flowed into oil and 
other forms of mining through its 
investments in Amerada, New Jersey 
Zine and American Metal Climax. In 
the case of Amerada particularly, 
Page feels that the big oil producer 
could give Phelps Dodge the chance 
for a sizable capital gain. Says he: “I 
think they have got some awfully 
good reserves.” 

In Page’s view, these three invest- 
ments in Amerada, New Jersey Zinc 
ana Climax, which mines and trades 
in a variety of minerals all over the 
world, give Phelps Dodge two impor- 
tant assets: a stake in low-cost natu- 
ral resources, and the chance to pick 
up a certain amount of technical 
know-how. Thus these holdings could 
be interpreted as part of a long-term 
program by Phelps Dodge to move 
into allied mining fields, just as Ana- 
conda has done. 

An Eye for More. Since Page be- 
came president, Phelps Dodge’s ex- 
ploration program has been stepped 
up enormously. Just last year, by 
way of example, Phelps Dodge ac- 
quired a 52.5% interest in the Green 
Mountain Uranium Corp., which has 
uranium mining leases in Wyoming 
and is hunting for more. It also has 
formed a Canadian affiliate to look for 
nickel and other minerals in Canada. 
And for the past six years, Phelps 
Dodge has prospected for oil, though 
without much success, along the coast 
of Louisiana and Texas. 

Will these ventures one day blossom 
out into entire new businesses for 
Phelps Dodge? Page does not close 
the door to this possibility, but 
neither does he regard it as his top 
objective. “Our primary task,” he 
says, “is to keep our mines efficient, 
hunt new reserves and push our fab- 


Forses, AUGUST 1, 1958 





ricating. But we are also trying to 
find new natural resources for which 
our technical competence qualifies us.” 

Peruvian Plunge. Phelps Dodge has 
already taken one giant step toward 
increasing its reserves, putting itself 
firmly in the same international circles 
Kennecott and Anaconda frequent. 
Three years ago, it obtained a 16% 
interest (original estimated cost: $24 
million) in the Southern Peru Copper 
Corp., a joint venture by American 
Smelting and Refining (which owns 
57.75% of the company), Cerro de 
Pasco (16%) and Newmont Mining 
(10.25%) for the purpose of mining 
three huge copper deposits in Peru. 
“If you want to develop a mine,” says 
Page, in explaining this international 
venture, “you’ve got to go where a 
mine is. It was a chance for us to ex- 
pand, though only as a partner.” 

Some outsiders believe that South- 
ern Peru could be as much a gold 
mine as a copper mine for its owners. 
In all, the three Peruvian deposits are 
believed to contain over one billion 
tons of ore. The first deposit being 
developed, at Toquepala, is estimated 
to hold 387,000,000 tons of ore. Mining 
men estimate that Toquepala will yield 
its ore at a cost of around 15c or so 
per pound. 

Yet if there is one thing the world 
does not need right at present it is 
copper. Despite heavy cutbacks by 
producers, in June refined stocks in 
the U.S. reached 244,421 tons, still 
high though down sharply from the 
previous month when they were the 
highest since July, 1939. Now Toque- 
pala alone is expected to add another 
10,000 to 12,000 pounds a month to the 
total copper supply, or roughly 5% of 
the world’s present consumption. 

Page, however, feels strongly that 
copper may no longer be a glut on 
the market by the time Toquepala 
starts shipping its production. “I 
doubt,” he says, “whether this copper 
will reach the market until sometime 
in late 1960.” 

The Road Ahead. Can copper regain 
its once shiny prospects even by then? 
Many Wall Street analysts argue that 
it cannot. In proof, they note that 
recession is still gripping such major 
copper users as electrical equipment 
(17% of demand), building construc- 
tion (14%), autos (8%), and that 
even the power and light companies 
(16%) are beginning to stretch out 
their orders. Moreover, they add 
darkly, coppermen have concentrated 
on production at the expense of sales 
far too long. In so doing, they may 
have permanently lost many of their 
markets to aluminum and _ other 
metals. 

Page does not share this gloomy 
view. “The competition between met- 
als,” he points out, “is as old as his- 
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Refined Production 
as % of Consumption 


DELICATE 
BALANCE 


When production of copper falls behind con- 

sumption, its price naturally rises. And when 

refining gets ahead of consumption, copper 

prices weaken. But they do not normally start 

to collapse until production outruns consumption 
_ by about 4%. 
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tory. Copper lost its high tension 
overhead wire business to aluminum 
in the late 1930s, but it still has cer- 
tain qualities that no other metal can 
offer.” 

Page’s fabricating plants and re- 
search laboratories have been trying 
to develop new products which will 
exploit just these unique qualities. 
Thus last year his plants turned out 
such new equipment as a synthetic- 
protected tree wire, a 155-degree 
centigrade wire for the electric motor 
industry, a solderable yoke wire for 
television yokes, and a high tempera- 
ture large conductor lead cable for 
generators. 

With these and other products, 
Page is confident that copper eventu- 
ally will turn the corner that has 
been so long in coming. Says he: “We 
won't do any better or any worse 
than the economy in general.” Never- 
theless, he notes that housing, a big 


SKIMMING SLAG: 


will demand warm up? 


copper customer, has recently shown 
strong signs of a comeback. Mean- 
while, stepped-up defense budgets 
probably mean that military equip- 
ment will account for even more than 
the 17% of the market it now does. 
Comments Page: “You’ve had a devil 
of an inventory adjustment going on 
in this industry. I don’t see a return 
to 40c copper in the foreseeable future, 
because while demand will grow so 
will copper supplies.” 

Government Aid? As the president 
of the U.S.’ second-largest domestic 
producer, Page should benefit 
measurably from the 1.7c-a-pound 
duty which recently was placed on 
copper imports into the U.S. Not only 
will this duty cut down on the amounts 
of cheap foreign copper coming into 
the U.S., but it will help restore the 
balance between American prices and 
those on the London Metal Exchange, 
where values fluctuate wildly on the 
basis of small, scattered trades 

Page believes that the enactment of 
the copper tariff is fully justified by 
the world-wide economics of the in- 
dustry. “Since U.S. costs are above 
those of the African and Chilean pro- 
ducers,” he observes, “we always 
have felt that a reasonable import tax 
on copper was a fair solution to the 
problem.” 

Pattern for Profit. Even without Gov- 
ernment aid, however, Page still has 
one consoling thought on the future of 
Phelps Dodge. Even if copper does 
still share some of the instability of 
George Warren, it does have one out- 
standing quality. “With the exception 
of the three postwar recessions,” ob- 
serves Page, “the use of copper has 
been determined only by its 
ability.” 
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Having forecast 

DJls as long ago as January, 

point & figure analysts are 

now setting their sights on 
520 or better. 


THE most optimistic people around 
Wall Street last month were its point 
& figure Devotees of an 
esoteric “technical” system for which 
the majority of Canyon pros have but 
faint regard, they were celebrating a 
rare triumph. As early as last Janu- 
ary, they had consulted their charts 
and come up with what then looked 
like a most unlikely prediction. The 
Dow-Jones Industrials, they insisted, 
right for 480. Last 
market their 
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month made good 
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bold surmise with something to spare. 

Next Target. At the time, seasoned 
market operators in Wall Street had 
been more than merely skeptical. 
With the market perched at around 
445, they were unanimously 
bearish than at any time in years, 
with the shorts out in record numbers 
expecting a major decline. The point 
& figure upcount at 480 was generally 
regarded as the most disastrous sort 
of lunacy. Even as the market 
climbed, the short interest—mainly 
by professionals—mounted steadily. 

For once the professionals were 
wrong. Last month, having seen their 
480 target made good, point & figure 
buffs were all ready with new ones 
calculated to set the 
smiling once more. Measuring across 
the broad bottom formation in the 
Standard & Poor 425-stock industrial 
index, the point & figure men had 
drawn two new. ambitious targets 
(see chart.) Taken together, they 
bracketed the all-time top in this 
index at 53, a repetition of which 
almost everyone in Wall Street would 
have regarded as unthinkable only a 
few weeks ago. Translated to the 
DJIs, it would mean matching—o: 
exceeding—the 524.37 peak set in 
April, 1956, and never equaled since. 

A New Top? As point & figure ana- 
lysts continually stress, their upcount 
targets are continually subject to re- 
view as the market saga _ unfolds. 
New consolidation formations could 
spell the ruin of their forecast peaks. 
But their optimism also had still an- 
other dimension. Measurements taken 
across the bottom formations showing 
on their charts, they noted, yield even 
higher possible market targets 
of which would be well above 
bull market tops. 
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“*X’’ MARKS tHe SPOT 
Point & Figure Prognosis of the 


Stock Market 34 


Chart shows half-point reversals in the 
Standard & Poor 425-industrial stock index 
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CONSTRUCTION 


INVISIBLE 
EXPORTER 


Corporate feet planted firmly 
in two worlds, Raymond In- 
ternational has shown a nice 
knack for making a capital 
dollar go a long way. 





Doinc business overseas puts many a 
U.S. industrialist right on the horns 
of a dilemma. On one hand, they are 
tempted by the vast market; but on 
the other, they are held back by the 
risks of nationalization, expropriation, 
war, riot and rebellion. 

One man who has no such troubles 
is George Floyd Ferris, 56, president 
of Manhattan’s Raymond Internation- 
al, Inc.* A builder, Ferris is pushing 
expansion of his overseas operations 
as far and as fast as he can. Last year 
his overseas operations brought in $183 
million, or far more than half Ray- 
mond International's total gross of 
about $302 million. Moreover, no less 
than 56c of every dollar he earned— 
$5.4 million in all—came from over- 
Yet the last thing Ferris would 
do is lose any sleep worrying about 
the risks of expropriation. 

Plain & Simple. The reason is simple. 
In the very 
business, it 


seas. 


nature of Raymond’s 


needs to make only a 
relatively small investment in plant 
and equipment overseas. The actual 
written down value of all its physical 


*Raymond International, Inc 
American Stock Exchange. Current 
52!2. Price range (1958): high, 5734; 

45'!4. Dividend (1957): $1.77. Indicated 
payout: $2.20. Earnings per (1957) 
$5.54. Total assets: $28 million svm- 
bol RCL 
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property, including three plants in the 
U.S. where Raymond makes patented 
piles and pipes, comes to only about 
$6 million. And of this a mere $2 
million worth is overseas, well spread 
over the 25-odd countries where Ray- 
mond International does business. 

Last year these subsidiaries re- 
mitted no less than $2.2 million in 
dividends, but this still does not re- 
flect the full benefit accruing from 
them to the parent company. By op- 
erating through wholly owned sub- 
sidiaries, Ferris was able to plow 
back some $5.8 million into financing 
current overseas projects without any 
burden of taxes, a device which just 
about doubles the efficiency of every 
dollar retained. “As long as earnings 
are not brought into the parent com- 
pany,” Ferris points out, “they are 
available in full for financing addi- 
tional work, for it is not necessary to 
pay federal income tax until these 
earnings are received.” 

South Pacific. By just such clever 
management, in the past decade Fer- 
ris has quadrupled the volume of his 
overseas operations. Last year new 
overseas awards totaled $95 million, 
compared with $54 million for new 
domestic work. At year’s end Ray- 
mond’s overseas backlog was $93 mil- 
lion, its domestic backlog $21 million 

One fact about Ferris’ formula has 
not escaped Wall Street’s eagle eye: 
it makes its modest $28-million total 
assets work extremely hard. By com- 
parison, its leading competitor, Idaho's 
Morrison-Knudson Co., employed as- 
sets of $103 million to net $5.7 million 
Raymond itself earned $5.4 million 

Thirty-five years in foreign con- 
struction operations, Raymond is cur- 
rently hard at work building Brazil's 
ambitious new capital in the interior 
which was dedicated last month, a 
300-mile highway in Thailand, a $35- 


RAYMOND’S FERRIS: 
he makes his money work hard 
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million grain storage project in Tur- 
key and participating in the construc- 
tion of the $350-million U.S. base in 
Spain. 

Cornerstone. But if Ferris gladly 
bids on any size project overseas, at 
home he shrewdly limits his opera- 
tions substantially to foundation con- 
struction. Not only does this give him 
the ranking spot in a specialized field, 
but it also enables him to obtain most 
of his work on sub-contract from 
general construction companies who 
might otherwise be his competitors. 
Ferris has no doubts about the im- 
portance of this special position. “It 
is,” he insists, “the cornerstone of our 
business.” 

Nevertheless, whatever agility Fer- 
ris displays in keeping Raymond's 
corporate feet safely planted in these 
two very different worlds, he has yet 
to convince Wall Street that his com- 
pany’s stance gives it immunity from 
the besetting problem of all construc- 
tion companies, cyclical income. To 
be sure, for the last two years Ray- 
mond’s operating income plus divi- 
dends before depreciation and taxes 
has held quite stable at around $9.3 
million. But as recently as 1950, Ray- 
mond’s operating income fell to only 
$2.9 million. Ferris readily admits that 
his company’s income tends to be 
fairly erratic. “But,” says he, “that is 
the construction business. The impor- 
tant thing is that we are growing- 
erratically or otherwise.” 


OIL 


BACKLASH 


Yesterday's solution is some- 
times today’s new problem, 
as Union Oil’s Tayior has 
been recently discovering. 


Onty last year, Reese H. Taylor, 58, 
chairman of Union Oil Co. of Cali- 
fornia,” faced a major problem. It was 
simply how to provide his Californian 
refineries with enough crude oil, as he 
put it, “to adequately supply rising 
sales.” In the five years previous, re- 
gional oil demand had grown a lusty 
13°,. But statewide crude production 
has remained virtually, static. Result: 
a chronic crude oil shortage that was 
playing hob with refiners’ profits. 
Changing Times. Conscientious Reese 
Taylor cast around for a_= solu- 
tion and finally hit on a bold one. In 
the vast beds of oil shale around Rifle, 
Colorado, where Union Oil owns some 


*Union Oil Co. of California. Traded NYSE. 
Current price: 4754. Price range (1958): high, 
5434; low, 405g. Dividend (1957): $2.40. Indi- 
cated 1958 payout: $1.35. Earnings per share 
(1957): $4.95. Total assets: $673 million 
Ticker symbol: UCL. 
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THE OTHER “FOUR CORNERS”: The 
oil rush is still on in the area where 
Utah and Colorado meet Arizona and 
New Mevxico, and rich reserves of oil 
have been found there. But vastly 
richer reserves lie in the huge deposits 
of oil shale in the four-state region 
shown on the map. 


48,500 acres, there was an estimated 
nine billion barrels of crude just wait- 
ing to be extracted. That was about 
18 times Union’s entire known regular 
reserves. So as a first step toward 
commercial production, Taylor set up 
a $15-million pilot plant to process 
1,000 tons of shale a day, from which 
Union Oil got about 750 barrels of 
oil. But the pilot plant had hardly be- 
gun to operate when Taylor ran into 
a totally different snag. This year, he 
told stockholders, it has been a case 
of demand for petroleum products re- 
maining static, while supply has risen 
sharply. Starting in mid-1957, the 
West Coast has piled up oil surpluses 
at the somewhat frightening rate of 
100,000 barrels a day to a huge total 
of 36 million barrels by year's end. 
For Taylor this meant a year-end in- 
ventory of $52-million worth of oil, a 
record level 

Double Trouble. The inevitable re- 
sult of such a large excess supply has 
been a sharp fall in prices. Moreover, 
concedes Taylor, 1958's early months 
brought little improvement “either to 
the depressed prices or to the cause of 
the trouble, the oversupply.” The out- 
come was easily predictable: a serious 
fall in profits followed by a cut in 
the dividend. In March, Taylor an- 
nounced that first-quarter profits were 
down 35‘, to $6 million. The second 
quarter brought no improvement, a 
fact confirmed last month when Taylor 
announced a cut in the quarterly 
dividend rate from 60c to 25c. 

Why were the West Coast oilmen 
hit so hard? Taylor cites several rea- 
sons. For one thing, the supply pat- 
tern on the West Coast is changing 
drastically. Rocky Mountain and 
Canadian oil have begun to capture 
much of the Pacific Northwest market 
formerly supplied largely from Cali- 


fornia. For another, natural gas com- 
petition has increased 
Says Taylor: “Natural gas equivalent 
to more than 600,000 barrels of fuel 
oil, or nearly half the present de- 
mand for liquid petroleum products, 
is now consumed daily in our area.” 

Pet Project. Wasting no words on this 
adverse set of events, Taylor has set 
to work to turn his company’s opera- 
tions around. Holding foreign crude 
purchases down to 12,500 barrels a 
day, the quota set under the Presi- 
dent’s Voluntary Import Plan, he cut 
his own Californian production by 
10,000 barrels a day to get his inven- 
tories down. At the time, 
managed to boost sales of high-profit 
natural gas 27°, to 100 billion cubic 
feet last year. Meanwhile, redoubled 
exploration efforts added substantially 
to reserves of both natural gas and 
crude oil in Canada and the Gulf 

Yet with oil development costs call- 
ing for high capital outlays ($91 mil- 
lion for Union Oil last year), it was 
obvious that Taylor would have to cut 
his budget somewhere. Last 
Taylor stonily slashed off his pet pro- 
ject. Shale oil operations, said he, will 
be “suspended indefinitely.”’+ 

It was not, explained a company 
spokesman, that shale 
On the contrary, it could 


enorme yusly 


same he 


month 


oil was un- 
economic 
compete on the Coast with crude from 
other sources at “posted prices.” Tay- 
lor’s trouble again lay in the wry twist 
of events. Because of the oversupply. 
which he expects to affect prices at 
least through 1958, crude oil is sell- 
ing on the Coast at substantially less 


than “posted prices.” 


‘As Union Oil abandoned “indetinitely” its 
efforts to extract crude oil from shale at a 
cost competitive with regular crude, the Den- 
ver Research Institute (University of Den- 
ver) reported development of a _ process 
which might deliver shale oil to the Coast 
at a cost of between $1.42 and $1.92 a barrel 
Crude oil “posted prices” on the Coast are 
from $3 to $3.25 a barrel 


ALL THE OIL 
WE’LL EVER 
NEED... 


is locked up in four-state oil shale beds, 
thousands of feet thick, that lie in the 
U.S. West. Recoverable oil in the shale 
is estimated at approximately 1 trillion 
barrels in Colorado alone,or nearly five 
times the world’s regular oil reserves 
But exploitation still awaits the devel 
opment of a cheap extraction process 
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CANADA 


THROUGH THE 
ROOF 


In Canada’s Bay Street, when 
it rains it pours. Item: the 
phenomenal five-day rise of 
New Hosco Mines from 17c 


to $7.25. 


THINK you have missed some meteor- 
ic market moves in your time? Then 
get set to really kick yourself hard. 
Last month a hitherto obscure Can- 
adian mining stock made them all 
look as sleepy as AT&T on a quiet 
Friday afternoon. In just five trading 
days early last month, Toronto’s little 
New Hosco Mines, Ltd. shot up 4,165% 
from 17c to $7.25 a share. In just one 
session, turnover hit 1.2 million shares, 
one-and-one-half times the 800,000- 
share floating supply. “It was,” com- 
mented one Bay Street veteran in 
breathless amazement, “the most spec- 
tacular quick rise I have ever seen, 
and I’ve seen plenty up here.” 

The Spark & the Fire. Sparking off the 
conflagration was news from North- 
west Quebec’s Mattagami Lake area, 
perhaps the hottest mining campsite 
since the Blind River uranium strike 
in 1953. The news: word of a high 
grade copper find, the first in this vir- 
gin wilderness. Of course, with copper 
in excess supply, even another Bing- 
ham Canyon would hardly be quick 
cash in the bank. But speculators’ 
emotions have their own logic, and it 
prevailed. 

What followed was a classic short 
squeeze, with a week of wild terror 
for trapped short sellers. Some bears 
jumped in with short orders while the 


RIO TINTO’S HIRSHHORN: 
his mark was evident 


rocketing shares were still under 50c, 
were unable to cover their positions 
as the stock soared past $5. Mean- 
while Toronto’s brokers, whose busi- 
ness had been hard-hit earlier this 
year, were having a field day as in- 
vestors pumped in buy orders not only 
for New Hosco but for hundreds of 
other issues. In one session, volume 
on the Toronto Exchange hit 15.7 mil- 
lion shares, a new record. 

Behind the Scenes. Could a mere 
copper strike, however brightly paint- 
ed, set off this volcanic eruption? To 
hear some traders talk, the Mattagami 
madness was no more than another 
case of “public hysteria.” But some 
more thoughtful bystanders remem- 
bered the equally wild Blind River 
uranium boom in 1955, and the man 
behind it: legendary promoter Joe 
Hirshhorn, who emerged with a fabu- 
lous $50-million profit. And it did 
not take them long to find the Hirsh- 
horn mark on the New Hosco episode. 

The connection was simple. Some 
500,000 of New Hosco’s 2.2 million 


TRADING FLOOR OF THE TORONTO STOCK EXCHANGE: 


16 


volume reached a record 


shares are securely lodged in the 
portfolio of Goldfields Uranium, an 
outfit controlled by the famed Rio 
Tinto mining empire. Chairman of 
Rio Tinto: none other than Joe Hirsh- 
horn (Forses Oct. 1, 1957). It was 
Hirshhorn who had reorganized New 
Hosco in 1954, and it was Hirshhorn 
who was reportedly preparing for a 
showdown with powerful Noranda 
Mines for control of Mattagami’s rich 
copper resources. Commented one 
Toronto broker: “Nobody here doubts 
that Noranda was in there buying 
heavily in the run-up.” 

Morning After. But what goes up 
must come down, and New Hosco was 
no exception. At its peak price of $7.25 
a share, the market was putting a 
value of some $16 million on an equity 
that had been worth barely $400,000 
just a week before. One quiet week 
later, New Hosco had settled back to 
$3. But even that comedown still left 
it valued at more than even such 
proven producing properties as Matt 
Boylen’s Maritimes Mining. Moral? 
Answers the Bay Street veteran: 
“Don’t bother trying to figure these 
things out. It can’t be done.” 


ELECTRONICS 
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FAVORABLE 


Eyes pinned on a tell-tale cor- 
porate barometer, interested 
outsiders are getting some 
highly engrossing readings on 
Raytheon Mfg. Co. 


WALL STREETERS pride themselves on 
knowing just what the corporate 
weather is going to be at Massa- 
chusetts’ missile-making . Raytheon 
Mfg. Co.* long before it actually ar- 
rives. Their trick is simple. They 
merely keep a sharp eye on the au- 
thorized limit set on Raytheon’s gov- 
ernment-guaranteed V-Loans. 

It makes an interesting barometer. 
After all, some 80% of Raytheon’s 
business is defense work, and it is V- 
Loans which supply much of the 
working capital necessary to under- 
take it. Thus, experience shows, as 
Raytheon’s defense contracts rise in 
total, its V-Loan ceiling tends to rise 
correspondingly. When the defense 
backlog falls, so do Raytheon’s V-Loan 
authorizations. It was a $5-million dip 
in Raytheon’s loan limit at the end of 
its 1955 fiscal year that tipped off the 


*Raytheon Mfg. Co. Traded NYSE. Current 
rice: 3215. Price range (1958): high, 3512; 
ow, 2114. Dividend (1957): none. Indicated 
1958 payout: 5% stock. Earnings per share 
(1957): $1.70. Total assets: $127.2 million 
Ticker symbol: RTN. 
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4. drop in its 1956 billings. A $10- 
million rise in the V-Loan limit of- 
fered an advance clue to an estimated 
35°. boost in sales last year. 

New Limit. Small wonder then that 
Wall Street was all ears last month. 
Raytheon’s President Charles Francis 
Adams announced a new change in 
his company’s V-Loan ceiling. His 
news: a $40-million boost to $75 
million, highest in Raythéon’s postwar 
history. Explained Adams: “The in- 
crease indicates that, within the period 
of the loan [which expires in 1960], 
we might require that much more to 
augment working capital. Of course, 
it also means we expect a larger vol- 
ume of sales.” 

How much larger was anybody’s 
guess; Adams was not going to say 
anything about that. But there were 
some good clues. In the year’s first 
quarter, Raytheon, a prime contrac- 
tor for such guided missiles as the 
Hawk and the Sparrow, booked no 
less than $150 million worth of new 
business. Result: a $90-million in- 
crease in its order backlog to $350 mil- 
lion. Even booming billings in the 
second quarter did nothing to reduce 
it, leaving Raytheon at mid-year with 
more than a year’s worth of unfinished 
business recorded on its books. That 
was all investors needed to know. 
Last month they bid Raytheon com- 
mon up to an all-time high, some ten 
points above its previous bull market 
top. 

The Pennies That Count. But sales 
growth alone could hardly account 
for that enthusiasm. Smart investors 
watch the pennies of profits rather 
than the dollars of sales. And for once, 
booming sales seemed to add up to 
booming earnings as well, a situation 
that has not always been so for Ray- 
theon. In fact, ever since 1954, when 
overproduction cut Raytheon’s con- 
sumer television profits to ribbons, its 
earnings have been conspicuously lag- 
gard (see chart). No man to miss the 
implications, Adams _ has labored 
mightily to close the gap. With little 
regret he sold Raytheon’s profitless 
television and radio set business to 
Admiral, early this year got entirely 
out of picture tube production as well. 
Meanwhile, he had set out to upgrade 
the earning power of the entire Ray- 
theon electronics empire, from radio 
tubes to transistors. Result: last year 
Raytheon’s margins expanded from 
0.6c on the sales dollar to 1.85c. 

To be sure, that is still a slim carry- 
through. But it is an impressive 
achievement all the same, for the im- 
pact on Raytheon’s earnings has been 
spectacular. Last year, on $260-mil- 
lion sales, Raytheon earned $1.70 a 
share, or nearly two and one half times 
as much as it had earned in the pre- 
ceding 19 months. It was thus just the 
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RAYTHEON’S ADAMS: 
he gave investors a clue 


sort of giant step Adams intended to- 
ward closing the gap between Ray- 
theon’s pace in sales and earnings. 

Adam’s current target is a 3c net 
margin on the sales dollar. “I am 
afraid,” he admits candidly, “that we 
won't do that well this year.” Yet Ray- 
theon stockholders are unlikely to be 
disappointed. For Adams estimates 
that Raytheon will probably earn $2.50 
a share this year vs. $1.70 last year 
(excluding capital gains). Adds he, “I 
hope that’s conservative.” 

Careful Caretaker. Raytheon has 
never paid a cash dividend, and Ad- 
ams, a careful caretaker of cash, is 
unwilling yet to predict when it will. 
“The company will continue to retain 
earnings,” he says, “so that when cash 
dividends do become feasible they can 
be established and maintained at a 
level that is substantial and not token 
in amount. It’s preferable to plow 
back rather than pay out and be forced 
to dilute stockholders’ equity. The way 
things are going these days we don’t 
feel crowded about it.” 
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CATCHING 
UP 


Thanks to consumer television profits, 
until 1955 Raytheon’s per share earn- 
ings generally grew faster than sales. 
But earnings then began fo fall badly 
behind, only last year started to catch 
up, touching off a stellar stock market 
rise. 





100 — 





| 


1949 1950 1951 1952 1953 1958 1955 1956 1957 1958 
(est) Ist. Otr. 














RAILROADS 





THE OBVIOUS 


Last month it did not take 
high-powered lenses to see 
that neither the N.Y. Central 
nor the Pennsylvania Rail- 
road can afford to pay a divi- 
dend this year. 

Ever since 1847, the Pennsylvania 
Railroad has paid some sort of divi- 
dend year. One of the very 
longest unbroken strings of payments 
in U.S. financial annals, it is a record 
of which Pennsy management is justly 
proud. Pride is one thing, however; 
ability to pay, another. Thus 
month Wall Street’s rail birds 
abuzz with speculation. Clearly 
year the Pennsylvania cannot 
afford to pay a dividend. Thus the 
question: Will pride carry the day, 
produce some token dividend to keep 
the Pennsy’s long string of payments 
intact? 

No Question. As regards the neigh- 
boring N.Y. Central, however, no 
one has ever had doubts—least of all 
the own board of di- 
rectors. Winding up the road's regu- 
lar dividend meeting last month, the 
board candidly announced 
everyone knew they would 
dend. 

Explained the Central 
results thus far this year obviously 
would not permit favorable dividend 
action at this time.” 
was indeed obvious. In 1958's first five 
months, the Central had plunged 
$24.6 million into the red, compared 
with a $9-million profit for the same 
period a year ago. 

The Pennsylvania had been nearly 
equally hard hit: it $24.3- 
million That alone was enough 
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This conclusion 


showed a 
loss. 
to make any Pennsy payout this year 
the sheerest sort of corporate folly 
Yet, as philosophe: 
pointed out, corporate pride and cor- 
porate folly are often hard parted 
But Yet. Some _ speculators 
guessing that they would be 
again in the Pennsylvania's case, and 
their hopes turned heavily on a recent 
windfall. It the ICC ruling on 
the Eastern roads’ 1956 petition for an 
increase in payments the Post 
Office Department for carrying mail 
Under the decision, both the Central 
and the Pennsy are due to get pay- 
ments retroactive to 1956, 
to total $21 million apiece 
All this will probably 
effect on the reported 
this year. But one thing it will do 
go a long way toward replenishing 
their depleted cash 
which dividends are paid 


one Canyon 


were 


once 


Was 


from 


estimated 


littl 


losses 


have 
roads’ 


resources from 





Quarterly Earnings Per Share (c) 





—, ———_—_ 


PROFIT PA . f ERN In reporting second quarter 


net up 11% from 5é6c per share in 1957 to 62c, 
best second quarter recovery since 1953. But its rebound looked better than it 
actually was; GE’s first quarter profit had slipped a whopping 24% fiom the last 
quarter of 1957. Thus second-quarter earning power as reported last month was 
/— actually less than any year since 1954. 


General Electric was posting the 
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THE BIG SWITCH 


This may be a capital goods 

recession, but it is consumer 

items which are giving big 

General Electric the most 
trouble. 


As pathologists of the nation’s econo- 
my, professional economists have 
shown rare unanimity in diagnosing 
the current downturn. Their verdict: 
a classic case of capital goods reces- 
On their fever charts, industrial 
spenders show up as keeping a tight 
and careful grip on their pocketbooks; 
but consumers are surprisingly free- 
handed with theirs. 

Reverse Twist. Thus the surprise last 
month when one industrial giant 
pulled a switch in reporting the im- 
pact of the recession on its first-half 
corporate fortunes. Appropriately 
enough, it was mighty ($2.4-billion 
total assets) General Electric Co.,* 
world’s largest manufacturer of elec- 
trical apparatus. If progress is GE’s 
most important product, big business 
is its most important customer. Fully 
73° of its $4.3-billion sales last year 
fell under the capital goods category. 

Reporting to his 396,000 stockholders 
last month, Chairman Ralph J. Cordi- 
ner observed that it was not so much 
GE’s capital goods lines which were 
feeling the pinch of recession as its 
consumer items. All the GE 
was doing well. “Our sales for the 
first half of 1958,” reported Cordiner, 
“amounted to $1.979 billion, second 
highest in our history, but 7% less 
than the 1957 record of $2.121 billion.” 
Earnings were off a bit more. At 
$103.4 million, they were down 19% 
from a year ago. Explained GE’s 
boss: “Our decreased earnings can 
be attributed mainly to the lower lev- 


sion. 


same, 


*General Electric Co. Traded NYSE. Cur- 

rice: 601%. Price range (1958): high, 

: low, 57. Dividend (1957): $2. Indicated 

1958 payout: $2. Earnings per share (1957): 

$2.84. Total assets: $2,361.3 million. Ticker 
symbol: E. 


18 


— LF — 1955 -—~ 








4 


—1957—“ _ + 1958 


els of sales in the consumer goods and 
components areas this year. . 
Holding up well: GE’s sales of heavy 
goods to the electric utility industry, 
a market which, however, is beginning 
to show some signs of saturation. 

Once Wall Street’s analysts broke 
down GE's first-half results into sepa- 
rate quarters, the big electrician’s 
light shone a little brighter. June 
quarter sales, for one thing, were up 
5% from the March quarter. More 
important, earnings per share were up 
11%. It was, in short, GE’s biggest 
second-quarter comeback since 1953 
(see chart). To be sure, the fact that 
GE’s first-quarter sales and profits 
had slumped off unusually from the 
last quarter of 1957 made the rebound 
seem especially good. And it was also 
true that GE’s operating profit mar- 
gin had dropped from 11.8% in the 
second quarter of 1957 to 10% in the 
same period this year. 

Bellwether? All in all, it was a re- 
assuring performance for a recession 
year. Also reassuring: the fact that 
GE was covering its 50c dividend by a 
good 12c at its June rate of earnings, 
twice its coverage in the March quar- 
ter when it earned a slim 56c per 
share. And Chairman Cordiner may 
well have been speaking for all U.S. 
industry when he speculated that GE 
may be starting to saucer out of the 


GE’S CORDINER: 
he reported a pickup 





recession. “Our sales declined 5% 
and our earnings 15% from the second 
quarter of 1957,” he observed hope- 
fully. “This reflects progress over the 
first quarter, when our sales were 8% 
less and our earnings 23% less than 
equivalent 1957 levels.” 


INDUSTRIAL SPECIALTIES 


TOUGH GRIND 


Frankly, Carborundum’s sec- 
ond quarter was “not good,” 
but the big grinding wheel- 
maker has reason to think it 
may soon start rolling again. 





OnE aspect of the 1958 recession is 
that manufacturers have generally 
laid low while living off their inven- 
tories of parts and raw materials. To 
a company like Niagara Falls’ Car- 
borundum Co.,* one of the world’s 
top producers of manufactured abra- 
sives, nothing could be more grating. 
“Tf our earnings continue like this,” 
sighed one Carborundum official last 
month, “I don’t know what might hap- 
pen [to the 40c quarterly dividend] in 
the third quarter.” 

By “this,” the Carborundum man 
was referring to a second quarter, 
which, pending official figures, could 
only be described as “not good.” Nor 
was the first quarter, when Carborun- 
dum saw its net sink 59c a share be- 
low a year earlier to 26c a share. The 
trouble: Carborundum’s recession- 
pinched customers, who normally re- 
quire it to keep up a fat inventory of 
some 47,000 different items to satisfy 
their needs, have been living off their 
own inventories of abrasives and have 
been chary with their orders. 

All this Carborundum has grittingly 
endured, all the while grinding away 
at efforts to lessen its dependence on 
abrasives by pursuing such other 
fields as high temperature ceramics 
and rare metals (e.g., zirconium). 
Now, however, with the back of the 
recession apparently broken, Carbo- 
rundum’s President Clinton Robinson 
expects to get grinding again. With 
his customers reportedly down “to 
rock bottom” on their inventories, so 
Robinson feels, even a small increase 
in their business should swell Car- 
borundum’s order books. But since 
even Carborundum does not expect 
the big rush to materialize before 
September, it is doing at least one 
thing to get ready: it is whittling down 
its own inventories. 

*Carborundum Co. Traded NYSE. Current 
rice: 333g. Price range (1958): high, 3576; 
ow, 307%. Dividend (1957): $1.60. Indicated 
1958 payout: $1.60. Earnings per share (1957): 


$3.61. Total assets: $96.5 million. Ticker sym- 
bol: CBO. 
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BANKS 


HOW TO RATE 
A BANK 


Banks may be closemouthed, 
but their money talks—and 
Banking Consultant Morris 
Schapiro has a formula for 
listening in that investors 
might well pay heed to. 


As a rule, cautious bank managements 
are not exactly openhanded with in- 
formation for their stockholders. 
When it comes to publishing operating 
figures, most (though by no means 
all) are downright closemouthed. 
Even such hallmarks of banking ef- 
ficiency as earnings and dividends are 
considered, in the opinion of the aus- 
tere American Bankers Association, 
as “a confidential matter.” Says the 
ABA: “It should be made certain that 
publication of such reports is not 
authorized.” 

This kind of reticence makes it 
tough on a_ bank’s _ stockholders. 
Lacking any real guide to a bank’s 
earning power, they often have no 
way to judge how well their invest- 
ments are doing. In such an atmos- 
phere of calculated neglect of in- 
vestors, it is all the more remarkable 
that in 50 years the amount of private 
capital invested in the nation’s banks 
has soared from $2 billion to $17 bil- 
lion in today’s 13,000 insured com- 
mercial banks. 

The Bank Dick. Yet to longtime Man- 
hattan Banking Consultant Morris 
Schapiro, “banking is just another 
business.” Says he: “Bank shares are 
no more sacred than any other 
shares.” In Baltimore a few weeks ago, 
speaking before the Young Bankers 
Conference of the Maryland Bankers 
Association, Bank Dick Schapiro re- 
vealed a simple formula for assessing 
any bank’s earning power. Developed 
by his own firm (Wall Street’s M. A. 





Because of bankers’ 


Net Operating Earnings — (Loans 


This is how the formula works as applied to Maryland's 147 insured commercial banks: 


| 
Deposits 
(000) 


Capital 
(000) 
$2,047,000 
1,991,000 
1,915,000 
1,838,000 
1,796,000 


1957 
1956 
1955 
1954 
1953 


$158,000 
150,000 
142,000 
134,000 
127,000 





Accounts 


BANKING EXPERT SCHAPIRO: 
not just figures, but judgment 


Schapiro & Co.) 15 years ago, Schapiro 
has used it ever since, found that “‘it 
has helped us greatly.” 

Schapiro’s formula is actually “a 
simple mathematical equation,” which 
seeks to arrive at a bank’s net oper- 
ating earnings (the real key to its 
moneymaking prowess) by multiply- 
ing together its loans and investments 
(the money at work earning interest), 
its profit margin and the percentage of 
profit left after taxes. 

The only really tricky part of Scha- 
piro’s formula is arriving at the profit 
margin (i.e., the spread between the 
interest rate earned on the money and 
the interest rate required to break 
even). To compute the break-even 
yield, Schapiro deducts from oper- 
ating expenses all operating income 
other than interest, leaving a dollar 
deficit which must be met by interest 
income from loans and investments. 
The ratio of this deficit to total loans 
and investments is the yield required 
to break even, and the difference be- 
tween it and the yield realized is the 
profit margin. 

Maryland’s Margins. In deference to 
his Old Line State audience, Schapiro 
used figures from Maryland’s 147 in- 
sured commercial banks to illustrate 
his point (see table). For 1957, Scha- 


RATING BANK EARNING POWER 


piro’s findings for Maryland’s banks 
worked out to: $15,587,000 = $1,721,000 
x $15.10 x 60%. 

The $15,587,000, equal to $9.85 per 
$100 of capital accounts, is especially 
significant to the investor, says Scha- 
piro, for “it tells him how much in 
dollars and cents was earned on each 
$100 of his money.” Though the $9.85 
was down slightly from 1956’s $10.23, 
Schapiro concludes: “Maryland’s 
banks have generally done well.” 

However, Schapiro points out, “often 
an evaluation, to be realistic, must 
rest as much or judgment as on fig- 
ures.” In the case of the Maryland 
banks, he adds, “we should not lose 
sight of the fact that there are many 
and wide differences among the 147 
individual banks that comprise this 
group.” One telling difference: 45% 
of Maryland’s deposits is held by only 
four banks, whose profit margin 
($17.30 per $1,000 of loans and in- 
vestments) was 28% greater than the 
$13.50 profit margin for the other 143 
banks. 

Much of what Schapiro’s figures have 
to say about Maryland’s banks applies 
to banks everywhere. “Even before 
the advent of easy money,” notes 
Schapiro, “Maryland’s banking profit 
margin declined. Yet this loss was 
offset by greater loans and invest- 
ments made possible by increased de- 
posits.” Schapiro’s conclusion: to 
maintain their rate of earnings, banks 
will have to increase their loans and 
investments through further 
deposits, protect their 
more efficient operations 

“Banking,” Schapiro, 
“cannot escape the impact of changing 
economic New conditions de- 
mand operating 
and 
reached. 


gains in 
margins by 
concludes 


forces 
of 
performance 
In the process, 
directly or through merger, 
drawn to the 
sourceful banks.” 
Schapiro’s formula is one 
vestors can tell which banks 
ceeding in that 


levels efficiency 


never before 
capital, 
will 


and 


be 


most efficient re- 
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reticence, it is hard for stockholders to discover how well 
their investments are doing or to compare one bank with another. To provide 
the answers, Banking Consultant Morris Schapiro has devised a simple formula: 


+ Investments) 


Net Op. Earn. 
per $100 of 
Cap Accounts 


$9.85 
10.23 
9.67 
8.62 
9.33 


(Net Operating) 
Earnings 
(000) 


$15,587 
15,392 
13,783 
11,530 
11,855 


(Loans 
Investments) 
(000) 


$1,721,000 

| 1,670,000 
1,619,000 
1,539,000 
1,472,000 


Per cent retained after taxes assuming a 40% effective tax rate 


(Profit Margin) 


$15.10 


(100% — Tax Rate) 


(Profit Margin) 


Yield 
Realized 


(100% 


Per Tax Rate) 


Yield 
$1000 


Required 
3.82% 
3.56 
3.27 
3.05 
3.08 


2.31% 
2.02 
1.85 
1.80 
1.74 


15.40 
14.20 
12.50 
13.40 
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BREWING 


MASTER BREWER 


In a static market, Anheuser- 

Busch is still setting sales 

records, But profits haven't 
caught up yet. 


Last fortnight in St. Louis, home of 
the St. Louis Cardinals and famed 
old Anheuser-Busch, Inc.,* August 
A. (“Gussie”) Busch, who bosses both 
the baseball team and the brewery, 
raised an amber toast to his far-flung 
sales forces. Although the Cards had 
tumbled into fourth place in the 
National League, Anheuser-Busch 
seemed well on its way toward nailing 
down another national pennant in the 
beer circuit. 

After dropping behind privately 
owned Jos. Schlitz Brewing Co. in 
1956, Gus Busch staged a dramatic 
comeback last year to sell 6.1 million 
barrels of beer (Budweiser, Michelob, 
Busch Bavarian), reclaim his title as 
the U.S.’ No. One Brewer. Through 
the first half of this year, Anheuser- 
Busch kept up the pace, boosted 
shipments 8.7% to a peak 3.3 million 
barrels. “If the warm weather holds 
up,” exulted Gus Busch last month, 
“this could be the biggest year in our 
history.” 

The Shake-Out. In any _ industry 
scrambling to serve expanding mar- 
kets, Anheuser-Busch’s new record 
would rate as commonplace. But the 
fact is that beer sales have been flat 
for years. Over the past decade, tax 
paid withdrawals have fluctuated be- 
tween 83 million and 86 million bar- 
rels. So intense has competition been 
that many a small local brewer has 
been forced to shut off his spigots for 
good. Of the 466 breweries active in 
1948, there are probably no more than 
250 now in operation. And 
search organization’s educated guess 
is that 200 of these ready and 
willing to sell out. 

Although Anheuser-Busch’s nation- 
il distribution has helped Gus Busch 
capitalize on this industry shake-out, 
no one knows better than he that size 
alone is no insurance policy. Although 
Anheuser-Busch usually leads the 
brewers’ volume parade, it still has 
only 7.3°, of the market. Schlitz, 
which handles only its Schlitz brand, 
is a and at 
seven other firms can each claim more 
than 3°, of the market. What’s more, 
the three-year slide of Pabst from 
third to eighth place in sales is testi- 


one re- 


are 


close runner-up, least 


Anheuser-Busch, Inc. Traded over-the- 
counter. Current price: 2115. Price range 
(1958) : high, 214,; low, 1614. Dividend (1957) 
$1.20. Indicated 1958 payout: $1.20. Earnings 
per share (1957); $2.03. Total assets: $164.4 
million 
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Net Sales per Barrel 


BARRELHOUSE 
BLUES 


Because of higher prices and new by- 
products, each barrel of beer sold now 
means more revenue in Anheuser- 
$} Busch’s till... 
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But the nation’s No. One brewer has 
been unable to increase its profit per 
barrel proportionately — actually quite 
the reverse. As a result of rising costs 
and increased competition, its profit per 
barrel is now only half as great as in 
1949, its year of peak profits. 




















1949 1955 1957 


mony enough to the transience of 
brewing glory. 

Profits Plateau. This barrelhouse ri- 
valry has left its stark legend on Gus 
Busch’s income sheet. For while 
Anheuser-Busch’s net sales have act- 
ually risen faster than barrelage sold 
(thanks to higher prices and such 
new by-products as liquid sweetener 
and laundry starch), its profit margin 
has narrowed steadily. Since 1949, a 
banner year for earnings, Anheuser- 
Busch’s net on the sales dollar has 
declined from 10.7c to just 4.3c, and 
in the first quarter of 1958 the mar- 
gin was fractionally lower. Admits 
Busch: “The problem facing us this 
year, and it is a very realistic one, is 
not the recession, but the constantly 
rising costs in the brewing industry.” 


ANHEUSER-BUSCH’S BUSCH: 
size is no insurance policy 


So far, however, Gus Busch, by 
carving out regular new sales gains, 
has at least managed to keep profits 
on a stable plateau. For this reason, 
Wall Street regards Anheuser-Busch’s 
dividend as one of the best protected 
of the brewing industry. The current 
payout, $1.20 annually, provides a 
yield just short of 6%, accounts fo 
no less than 63% of earnings over the 
1955-57 period. 

Meanwhile, Busch is giving quarte: 
to no one. Says he: “We do not pro- 
pose to allow any competitor to gain 
any advantage over us. We must and 
will protect our interests in all mar- 
kets of the country.” 


INVESTMENT ABROAD 


THE GOLD BUG’S 
BITE 


Long a raffish second cousin 

of the “prudent investment,” 

South African “Kaffirs” are 

causing a new flurry of ex- 

citement—and_ picking up 

some belated respectability 
along the way. 





Gop mine stocks, an affable plunge 
once observed, should be indulged in 
only if they carry mineral rights to 
Fort Knox and a pick and shovel to 
boot. Though Wall Street houses 
have not been noticeably reluctant to 
float such issues for a customer, they 
have not been overly cheerful about 
putting this particular form of equity 
into the house portfolio. 

To the Fore. Lately though, Wall 
Street has found itself taking a long, 
hard and somewhat amazed look at 
the performance of Kaffirs—generic 
name applied by London traders to 
South African gold mining stocks. The 
spectacular play of coupled 
with the stable behavior others 
have exhibited through market 
and downs, has caused an unaccus- 
tomed spurt of enthusiasm for Kaffirs 
among even London’s most conserva- 
tive-minded investment bankers 

Its counterpart has more recently 
appeared in the U.S. One manifesta- 
tion of that enthusiasm is a fund, with 
reputed assets of $30 million, 
put together by staid old Dillon Read 
& Co. just such 
shares. That fund, according to pres- 
ent plans, will be captained by Charles 
W. Englehard, whose Englehard In- 
dustries has long held large invest- 
ments in South African gold and in- 
dustrial shares. 

The new allure of Kaffirs is not hard 
to see. With South Africa producing 
just under two thirds of all the gold 


some, 


ups 


being 


for investment in 
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mined outside the U.S.S.R., dividends 
on some Kaffirs have risen to new 
peak levels (e.g., East Champs d’Or 
yields 27% to its owners on the basis 
of its current market price, Daggafon- 
tein 18.3%, and East Daggafontein 
16.3°7 ). The recovery in South Africa, 
which began about a year and a half 
ago, has been closely tied to the in- 
creasing flow of gold throughout the 
world—and the Kaffirs, after some 
lapse from favor, have reflected this. 
From a high of 92.3 in February, 1956, 
the Financial Times index of Kaffir 
prices (Sept. 12, 1955=—100) recorded 
a steady drop to a low of 65.5 in May, 
1957—only to be reversed by a rise to 
a recent 73.7. 

Many Kaffirs have scored large 
gains since the beginning of 1958 (see 
chart). Thus the stock of President 
Brand mines, one of the leading pro- 
ducers, has risen a tidy 16°, Free 
State Geduld about 19% and Mod- 
derfontein over 50% 

Hot & Cold. The renewed interest 
in Kaffirs, according to Carl Marks 
& Co., biggest handlers of foreign se- 
curities in the U.S., stems mainly from 
two factors. First of all, many inves- 
tors think of gold—and gold shares- 
as a prime hedge against deflation. 
According to classical economic theo- 
ry, as price levels dip the relative 
value of gold rises because of its 
complete convertibility and _ fixed 
price. Since all prices, including that 
of money, are tied to it, gold acts to 
stabilize other prices while gaining 
relatively itself. For the large finance 
houses, hedging operations also help 
tc insure the always sought after 
“orderly market.” 

The other big reason for increased 
activity in gold mining shares is even 
simpler—sheer wishful thinking that 
the U.S. will raise the price of gold. 
By any impartial standard, chances 
of that happening look extremely re- 
mote, and old Washington hands say 
that the Federal Reserve has neve 
even seriously considered it as a pos- 
sibility. The hope still remains hot 
though, despite even such dousings of 
cold water as South African gold- 
king Harry Oppenheimer’s “not very 
optimistic’ outlook for these prospects 

New Money. Despite this lively in- 
terest in Kaffirs, a number of 
have turned out to be the equivalent 
of dry holes. Van Ryn mines, for ex- 
ample, slid from a high of $1.75 to 66c 
in the first half of this year. Never- 
theless, the view of many traders on 
the London and Johannesburg Ex- 
changes is that the high 
Kaffirs offsets these risks. But if 
there is any real floor under Kaffirs 
prices, it has probably been put there 
by the institutional buying that has 
recently come in, and there is no as- 
surance of how long it will remain. 
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ALASKA JUNEAU’S VER HALEN: 
was the market right after all? 


CORPORATE CONGLOMERATE 





SOUR DOUGH? 


Was Alaska Juneau Gold’s 

wild rise last month just a 

flash in the pan? Wall Street 

said yes—and Charles Ver 
Halen, no. 


DespPItTeE all the riotous statehood spec- 
taculars staged on the sourdough 
streets of Juneau, Sitka and Anchor- 
age last month, no hoopla could com- 
pare with the mighty show put on by 
Wall Street. Alaskan bonds, exempt 
from state as well as federal taxes, 
came out of mothballs with a whoosh 
Companies with Alaska in their names 
or in their dreams shone more bright- 
ly than the forty-ninth star, but none 
more brightly than 61-year-old, $19.4- 
million Alaska Juneau Gold Mining 
Co. From $3.25 on June 30, AJ 
shares shot up 54° to $5 in just three 
furious days of trading 


Umbrellas & Eskimo Pies. “It would 


Alaska Juneau Gold Mining Co 
NYSE. Current price: 37g. Price range (1958) 
high, 5; low, 2!,. Dividend (1957): none. Ir 
dicated 1958 payout none. Earnings pe 
share (1957). 30c. Total $194 n , 
Ticker symbol: AJ 


asset 


% Increase fo date since Jan. 29° 


Traded 


have made more speculative sense,” 
snorted one broker last month, “to 
buy Eskimo pies. Alaska Juneau 
hasn’t mined an ounce of gold for 14 
years. In fact, it’s a Los Angeles-run 
Missouri auto parts maker.” 

He was quite correct. When Presi- 
dent Charles Ver Halen, a West Coast 
publisher, won control of 
Alaska Juneau in 1956, the 
uable asset he 
million tax loss carryforward run up 
in ten straight deficits. He 
quickly hoisted his tax umbrella overt 
Springfield, Mo.’s Reynolds Manu 
facturing Co., truck tandem special- 
ist. Apart from trifling power sales in 


moribund 
most val- 
acquired was a $5- 


years ol 


Juneau from generators once used to 
power its mines, that about as 
Alaskan as husky Ver Halen got 
Who’s Crazy Now? Was Wall Street 
crazy in picking Ver Halen’s tax play 
for its Alaskan binge? When AJ backed 
down more than 20°, 
soon afterward, it certainly 
so. But Charles Ver Halen himself 
thought that for once the market had 
been exactly right—if for the wrong 
“Just when President Eisen- 
hower was signing the Alaskan state- 
hood bill,” he announced last month 
“I was signing a contract to purchase 
the patents of Air Springs, Inc. and 
the rights to manufacture their spring- 
ing system for trucks, 
way 


was 


from its $5 high 
seemed 


reasons 


and rail- 
It’s a potential $50-million 
We'll do between $4-$5 mil- 
lion this year.” If so, Ver Halen will 
add more than 50° to AJ’s 
$8-million rate of sales in 1958 
Ver Halen also had some othe 
news to relate. Boasted he: “We are 
arranging with the New York Stock 
Exchange to shares to acquirs 
a West Coast 
plant will double our present capacity 
Had 
reached 
Halen 


ket rise 


buses 
cars 


business 


current 


issue 
manufacturer whose 


investors once more over- 
Answers Ver 
“You can hardly call our mar- 
a fluke. Don’t forget that we 
also have six power plants and 6,000 
acres on the edge of industrial Juneau 


They're 


themselves? 


bound to become more valu 


able as Alaska vrows 


decrease 
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KAFFIR CONTRAST Ranking speculative favor- 


ites on the London Stock Exchange this year are the South African gold shares 
known as Kaffirs. Many have scored spectacular gains, as the chart shows 
But some Kaffirs, Van Ryn for one, have proved that all that glisters is not 

gold. From a $1.75 high in January, Van Ryn has since dropped 
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HOT & COLD 


Air conditioners are hotter 
sellers than ever this season 
for Fedders-Quigan, but 
events have cast an abrupt 
chill on earnings. 


Ir HAS been a summer to make any 
producer of room-size air condition- 
Indus- 
room coolers 
And if anything, the 
industry’s chaotic price structure has 
grown even worse. But one always 
ebullient producer, at least, claims his 
business is hotter than a firecracker. 
Self-proclaimed king of the small unit 
trade, Fedders-Quigan’s* Chairman 
Salvatore Giordano was bursting last 
month with good news. “Our sales in 
the last nine months,” he announced, 
wreathed in beams, “exceeded the 
all-time high reached last year.” As 
a result, claimed Giordano, not only 
had Fedders retained its position as 
kingpin of the trade, but had also 
“materially increased its percentage 
of the total market.” 

Virtue’s Rewards. It was easy to see 
that Giordano regarded all this as no 
more than virtue’s just reward. 
What’s wrong with the room cooler 
business? Nothing, replies Giordano, 
that a good product won’t cure. His 
prescription for lagging demand: 
“Reach the most people with the most 
effective and most economical unit of 
the kind that people will want most.” 

Hyperbolic or not, Giordano’s pre- 
scription has generally worked well 
in the past. Best example: Fedders’ 
own best-selling Minute Mount cool- 
er, introduced last spring, which Fed- 
ders claims enables the buyer to in- 
stall the unit himself without the aid 
of a service man. The Minute Mount, 
reports Giordano, is selling like hot 
cakes despite the industry’s doldrums. 

But if in one sense Fedders is the 
hottest thing around, in another it has 
been chilled thoroughly. A big part of 
its business, contract production for 
other producers, has gone to the dogs. 
So have Fedders’ earnings. In June, 
Fedders’ long-standing contract to 
supply units to Whirlpool Corp. for 
distribution under the RCA-Whirl- 
pool nameplate, ran out. Result: an 
icy blast on total sales and earnings. 
To be sure, fast-paced sales of Fed- 
ders’ own models have gone a long 
way toward offsetting the loss. But 
not far enough. 


ers break out in a cold sweat. 
try-wide, demand for 
has slumped. 


*Fedders-Quigan Corp. Traded NYSE. Cur- 
rent price: 1234. Price range (1958): high, 
1414; low, 113g. Dividend (1957): $1. Indicated 
1958 payout: $1. Earnings per share (1957): 
$1.94. Total assets: $30.3 million. Ticker sym- 
bol: FJQ. 
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FEDDERS-QUIGAN’S GIORDANO: 
his elation was hard earned 


Melting Profits. The thing that made 
all the difference in the profit column 
for Fedders was not air conditioners 
at all; it was its normally important 
radiator and heater core business. Its 
biggest automotive customer, Chrysler 
Corp., with troubles aplenty of its 
own, just was not buying the way it 
used to. Result: melting profits, which 
by the end of Fedders’ third fiscal 
quarter (ended May 31) had shrunk 
net nearly 43% to $1.5 million. Sales 
meanwhile fell a more modest 28% to 
$39 million. 

Actually, Giordano makes haste to 
point out, the decline in net looks 
worse than it really is. Last year 
Fedders’ auto business ballooned 
smartly when strikes closed a com- 
petitor’s plant. But from an inves- 
tor’s point of view it was quite bad 
enough. For coverage on Fedders’ 
25c quarterly dividend has become 
perilously thin. So far this fiscal year, 
Fedders has earned 8lc per share, 
paid out 75c. 

Nevertheless, Giordano clearly was 
justified in the elation he felt at the 
way sales were going. For if it was 
any consolation, none of its independ- 
ent competitors had done any better, 
and few had managed to do anywhere 
near as well. 


NORTHWEST AIRLINES’ NYROP: 
the future calls for fiscal magic 


AIRLINES 


SHOWDOWN IN 
ST. PAUL 


Northwest Airlines has stayed 

well aloft during troubled 

times, but how well can a jet- 

less carrier make out in the 
jet age? 


Wuen Donald W. Nyrop, onetime 
chairman of the Civil Aeronautics 
Board, took his job as president of 
Northwest Airlines* in late 1954, Wall 
Streeters were giving odds that the 
bright young aviation expert wouldn’t 
last long. Their consensus: a good 
man in an impossible job. The air- 
line itself operated over a low density 
traffic network (coast-to-coast from 
New York to Portland-Seattle, with 
legs to Hawaii and the Far East) with 
an outmoded and costly fleet. More- 
over, Northwest’s board of directors 
seemed to be dominated by a group of 
money men who equated spending 
with Original Sin. Nyrop’s predeces- 
sor, progress-minded Harold R. Har- 
ris (“You have to spend money,” he 
often philosophized, “to make mon- 
ey”), had lasted just 14 months. 

Repeat Performance. Not unaware 
of these hazards, Nyrop extracted an 
official promise of “wholehearted co- 
operation” from the board and firmly 
closed the door of the executive suite 
behind him. Before very long it be- 
came apparent that Nyrop’s program 
would be essentially the same as that 
of the departed Harris. Bent on bring- 
ing Northwest’s crazyquilt equipment 
up to date, Nyrop started ordering 
Douglas DC-6Bs and DC-7Cs, stand- 
ardized his operation by selling four 
Lockheed Constellations. To service 
his planes, he got underway a long- 
delayed $18-million project to build 
a central maintenance base at Wold- 
Chamberlain Field not far from 
headquarters in St. Paul, Minn. 

It all took money—plenty of it. On 
the day Don Nyrop arrived at St. 
Paul, Northwest had not a penny of 
debt. By last March, the firm’s bor- 
rowings had risen to $37.5 million—a 
figure well in excess of Northwest's 
entire net worth ($31.6 million at 
last March 31). In the old days, mere 
mention of such a debt level would 
have all but guaranteed a president’s 
demise. But there is a very good rea- 
son why Nyrop is still around: he has 
proved he can make money as well as 
spend it. 


*Northwest Airlines. Traded NYSE. Cur- 
rent price: 16. Price range (1958): high, 1612; 
low, 104%. Dividend (1957) : 80c. Indicated 1958 
payout: 80c. Earnings per share (1957): $3.56 
Total assets: $76.2 million. Ticker symbol 
NWA. 
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Above the Clouds. Although Ny- 
rop’s tenure spanned the two-year 
period in which net operating income 
of domestic trunk carriers dropped by 
a shocking two thirds, he was able to 
keep his own operating net at roughly 
a $4-million level from 1955 through 
1957. Thanks to non-recurring in- 
come from sale of retired equipment, 
he actually boosted earnings per share 
from $1.80 in 1955 to $3.56 last year. 
What’s more, he inaugurated a 20¢ 
quarterly dividend in 1955 and has 
stuck to that payout ever since. How 
had Nyrop been able to accomplish 
this? Says he: “I guess we just 
worked a little harder than anyone 
else.” 

At the moment Northwest is in pos- 
sibly its best competitive position ever. 
Nyrop now has 14 DC-7Cs and 20 DC- 
6Bs, which serve as the nucleus for 
his 58-plane fleet. In addition, the 
airline’s routes have been improved. 
In 1955, Northwest was given unre- 
stricted New York-Detroit service, 
and Chicago was added to its New 
York-Seattle hop. Last March the 
CAB awarded Nyrop a new extension 
from Chicago to Florida—a happy oc- 
currence that may well put North- 
west on the smoothest pathway to 
profit it has ever coursed. 

The Holdout. Yet despite Don Ny- 
rop’s fine showing to date, many rival 
airline men suspect that the sands of 
time are fast running out on North- 
west. Before the year ends, the jet 
age will have begun. But as late as 
the middle of last month, Northwest 
still had the dismal distinction of be- 
ing the only domestic trunk line 
which had not yet placed an order for 
jets or turboprops. Thus it seems 
certain that Nyrop, with his propeller- 
driven craft, will face a bitter show- 
down when rivals Eastern Air Lines 
and American Airlines begin putting 
their Electra turboprops into the air 
later this year. Northwest is slated to 
begin service on its new Chicago- 
Florida circuit in December, but East- 
tern’s Eddie Rickenbacker may inten- 
sify Nyrop’s development problems 
if he deploys many of his Electras on 
this route.t “I don’t know what Rick’s 
going to do,” predicts Nyrop bravely, 
“but I think we'll make out all right.” 

On several occasions during recent 
months Nyrop has announced that he 
planned to place orders for five DC- 
8 jets and ten Electras for delivery in 
1959 and 1960. But most Wall Street- 
ers feel that Nyrop will have to pro- 
duce a rare feat of fiscal magic to pay 
for them. An order of this size would 
amount to some $60 million—more 
than half again larger than the car- 
rier’s current debt. And Northwest's 


‘Also on the route: Atlanta’s Delta Air 
Lines, which will begin receiving eight DC-8 
jets in June, 1959. 
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MISSOURI WHEAT: 
to MoPac, bread and butter 


borrowings are already close to the 
limit allowed under current financing 
arrangements. 

Turning Point. It is, moreover, pain- 
fully evident that Northwest's two- 
year climb in net profit is near- 
ing an end. Although Nyrop logged 
an unusually good June, turning what 
had been an operating deficit of $1.4 
million for the first five months into a 
$1.1-million operating profit (operat- 
ing profit in 1957's first half: $652,- 
000), Northwest brought only about 
$500,000 of it down to net for the 
six months, or just half as much as 
it had a year ago. Not only is Nyrop 
reporting capital gains from 
plane sales, but he is also paying more 
interest and writing off larger depre- 
ciation because of his new planes. 

About the only immediate help Ny- 
rop can hope for is that the CAB, now 
conducting its General Fare Investi- 
gation, will see fit to raise airline 
fares. In view of the fact that the 
CAB granted an emergency 6.6 in- 
crease last February, many airline 
men feel that a bigger hike is in the 
offing. But without such assistance, 
it is likely that Northwest’s earnings 
per share for 1958 will fall well under 
last year’s $3.56 and possibly even be- 
low the $2.18 earned in 1956 
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RAILROADS 


FIRST TEST 





Faced with the first real test 
of its solvency since reorgan- 
ization, the Missouri Pacific 
is passing with flying colors. 


Two 
Missouri 


YEARS ago, the giant 9,710-mile 
Pacific Railroad the U.S.’ 
eighth largest railway system in rev- 
enues, emerged from 23 
bankruptcy. As railroad analysts were 
quick to point out, that did not mean 
that the carrier's troubles wers 


For the MoPac still 


most 


years ol 


neces- 
sarily over. had 


one of the top-heavy capital 


whole debt-ridden 


In fact, nearly 75‘ 


structures in the 
railroad industry 
of its capital 
debt issues, a ratio that made even 
the New York Central’s notorious 46% 
debt capitalization look good 

Now to financial men that much 
debt spells TROUBLE with a capital “tT,” 
and that rhymes with “p,” that 
PERIL. The peril was that in 
any poor year MoPac’s operating in- 


invested consisted of 


and 
means 


come was likely to contract so sharp- 
ly as to leave its senior debt 
vulnerable to default. In short, from 
the outside it looked as if the MoPac’s 
future relatively 
economy held up. But if it did not, the 
test 


issues 


was secure if the 
MoPac apparently faced a severe 
of its solvency. 

Close Rub. Anyone who thought so 
was in for a surprise. Midway through 
the 1958 recession, as MoPac’s lawyer- 
President Russell Dearmont 
abundantly clear last month, the re- 
MoPac 


passed its first major test with flying 
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organized appeared to have 


colors. In 1958's first five months, when 
heavily 
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the less burdened Pennsy 


and were racking up $25- 
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*Missouri Pacific Railroad. T 
Current price, Class A 29! 
(1958 high, 30; low, 20. Di 
$2.50. Indicated 1958 payout 
per share (1957) $3.97. Total 
million. Ticker symbol 
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ELECTRAS FOR EASTERN ON LOCKHEED ASSEMBLY LINE: 


competition, too, is shaping up 





-— DEBT LOAD —_ 


The Missouri Pacific is burdened by the 
railroad industry's most top-heavy cap- 
ital structure. Its common (black seg- 
ment) represents a mere 28.7% of the 
$823 million of its invested capital (bar), 
while a staggering 71.3% of its total 
capitalization is fixed and contingent 
interest debt (color segment). As the 
yields on the various issues indicate, 
the result has been something of a 
speculator’s dream. 
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million deficits, the MoPac lost a mere 
$444,937. In June it made enough to 
wipe out that loss and wind up with a 
modest $250,000 to $300,000 six-month 
profit. Thus, with a normally better 
second half ahead of it, Dearmont 
believes that the worst is over. Says 
he: “We expect to earn all our in- 
terest charges this year and to report 
a modest profit. But it'll be a close 
rub.” 

The MoPac’s surprisingly agile per- 
formance, leverage or no, was scarcely 
a mystery. Like many another bank- 
rupt road, this year MoPac has been 
cashing in on the high-powered im- 
provement program carried on during 
the reorganization when the trustees 
had no obligation to disburse divi- 
dends to stockholders. Thus when 
business was declining in the first half 
of 1958, Dearmont had far greater 
flexibility in cutting costs than did his 
Eastern neighbors. For instance, 
MoPac’s maintenance ratio (i.e., main- 
tenance expense as a per cent of 
revenues) contracted from 33.9% to 
32.7°7. At the same time the New York 
Central’s expanded 1.9 points to 
30.30, the Pennsylvania’s 1.1 points 
to 32.7%. 

Moreover, lacking the Eastern 
roads’ heavy passenger traffic, the Mo- 
Pac has been somewhat less vulner- 
able to rising labor costs, with the re- 
sult that its transportation ratio has 
expanded a bare 2 points (to 38.8%), 
while the Central’s and Pennsy’s were 
shooting up more than 5 points (to 
52.4% and 50.7°., respectively). 
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Carloads & Dividends. Dearmont has 
managed to escape the worst of the 
industry-wide slump in carloadings. 
At a time when the Central’s car- 
loadings fell 23%, and the Pennsy’s 
26%, the MoPac’s were off less than 
10%. Reason: though MoPac has felt 
the manufacturing recession as much 
as anyone else, the end of a pro- 
longed drought in its territory has 
sparked an upsurge in its agricultural 
business. Wheat loadings have dou- 
bled this year, and there has been an 
increase in shipments of most of the 
MoPac’s other agricultural products 
as well. “Our business,” says Dear- 
mont, “is seriously influenced by the 
state of agriculture. When it’s off, 
the whole economy of our territory 
is affected. Agriculture is better now 
than it’s been in three years.” 

The net result has been a mere 
16.2°, drop in MoPac’s operating in- 
come, recession or no, vs. operating 
deficits for the two Eastern carriers. 
Clearly, leverage alone did not make 
the difference between red ink and 
black. 

At mid-year, MoPac’s board was 
confident enough of the future to 
maintain its 60c Class A quarterly 
dividend. “The dividend is paid out 
of prior year’s earnings,’ Dearmont 
explains, “but we're influenced by 
such other considerations as the cur- 
rent state of our business and our cash 
position.” Will the board continue to 
maintain the current dividend rate? 
Answers Dearmont: “We’re declaring 
them as we go along.” At the current 
rate of payout, however MoPac at 
year-end will have $3.90 a share avail- 
able out of prior years’ earnings 
for payment of dividends, plus what- 
ever it earns this year. Thus, even if 
MoPac only breaks even in 1958, the 
board at least has the funds to maintain 
the current rate in 1959 if it sees fit. 

Prospect Promising. In any 
however, MoPac’s common earnings 
are likely to improve next year, even 
if 1959 proves no more prosperous 
than 1958. At the end of this year, a 
mandatory capital fund requirement 
drops by about $3.5 million (before 
taxes), releasing just that much more 
to earnings on the common. And if 
the recession and the drought are 
history next year, MoPac’s prospects 
look more favorable than they have in 
nearly a decade. Considering the de- 
cline in MoPac’s agricultural business 
within recent years (see chart), the 
end of the drought alone seems to 
promise a marked improvement in the 
MoPac’s fortunes. “Over the long 
term,” says Dearmont, “I think we 
have fine prospects. We have a good 
territory down here, and if the econ- 
omy picks up we ought to get at 
least our share of the available busi- 
ness.” 
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OFFICE MACHINES 


DECLINE & FALL 


Has long-ailing Underwood 

turned that long-awaited, 

never-quite-rounded corner 
in its fortunes at last? 





THE Underwood 


has been in 


typewriter-making 
Corp.,* once-prosperous, 
trouble for years. As 
1951, Underwood earned a comforta- 
ble $5-million profit on $75-million 
sales. By 1955, it was hard put to 
make $1.5 million on $82-million sales 
After that, earnings disappeared. 

Rude Awakening. Actually, Under- 
wood’s decline and fall had been in 
the making for nearly two decades. 
Moreover, a good part of its ills are 
its own fault. In the Thirties, IBM 
entered the typewriter field with its 
phenomenally successful electric type- 
writer. A few years later Royal nosed 
Underwood out of first place in the 
industry. Both were disquieting 
events. But was Underwood manage- 
ment alarmed? Not at all. Habitually 
Underwood greeted these competitive 
moves with what it apparently re- 
garded as unruffled calm, but what 
looked to outsiders more like snooz- 
ing complacency. 


recently as 


*Underwood Corp. Traded NYSE. Current 
price: 19%,. Price range (1958): high, 22; low 
1273. Dividend (1957): 40c. Indicated 1958 
payout: none. Earnings per share (1957) 
d$2.13. Total assets: $57 million. Ticker sym- 
bol: UNX 


Agricultural Revenues 


CAUSE... 


Because of the prolonged drought in 
the Southwest, the Missouri Pacific’s 
agricultural revenues have declined 
sharply in the face of industry-wide 
growth. 


1947-49 = 100 








* 
Class 1 Roads -——— 


MoPac ——— 
hs 


.. & EFFECT 


As a result, MoPac’s overall revenue 
growth has lagged sharply behind that 
of the industry at large. Unanswered 
question: Does an end to the drought 
forecast a sharp uptrend in Missouri 
Pacific’s fortunes? 
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UNDERWOOD ASSEMBLY LINE (HARTFORD, CONN.): 


Even after the war, when its com- 
petitors completely restyled their 
typewriter lines, Underwood con- 
tinued to market much the same old 
models. Because typewriters couldn’t 
be had at the time for love nor money, 
it seemed to be getting away with 
these tactics. 

But by the time lagging Under- 
wood did finally get around to restyl- 
ing its lines in the mid-Fifties, it was 
too late; Royal McBee and Remington 
had already established themselves as 
kingpins of the industry. About the 
same time, Underwood's best-selling 
line of accounting machines were also 
losing their competitive appeal, and 
Underwood had a rude awakening. It 
was deep in trouble. 

Fateful Plunge. A way out, how- 
ever, seemed providentially at hand. 
Newer and more promising growth 
areas had cropped up in the office 
equipment industry: punch-card sys- 
tems, computers and data-processing 
systems. Underwood management 
now lost no time taking the plunge. 
As it soon became clear, Underwood 
might well have looked longer be- 
fore it leapt. For, however real the 
long-range promise was, Underwood 
met only short-range losses—some- 
times staggering ones. True enough, 
Underwood’s competitors were prob- 
ably faring no better with such equip- 
ment. The big difference that 
Underwood could not count, as others 
healthy 
traditional lines to fund its new ven- 


was 


could, on expansion of its 
tures. 

By 1954 the results of Underwood's 
fateful plunge put it in so critical a 
situation that the directors called in 
IBM-salesman Fred M. Farwell to bail 
Underwood out. President Leon 
Stowell quietly faded into the back- 
ground. It was probably an impossible 
situation for Farwell. Nevertheless, 
he set out to see what he could do to 
restore Underwood's traditional stand- 
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for too long, a snoozing complacency 
ing in business machines. He also 
expanded its commitment in electronic 
computers. 

The effort, however, was not suc- 
cessful. Heavy development costs and 
computer losses plunged Underwood 
into $8-million worth of red ink in 
1956. By mid-1957, Farwell had 
moved over to International Tele- 
phone & Telegraph as a vice presi- 
dent, leaving Underwood's controller, 
Vice President Frank Beane, in full 
command. 

New Tactics. Beane has more or less 
taken the reverse tack, curtailed Un- 
derwood’s computer operations to con- 
centrate on small and medium-sized 
computers, which have probably the 
greatest potential for a short-term 
payoff. 

This year Underwood has gone in- 
to commercial production of these 
computers on a modest scale, also in- 
troduced Underwood’s new Data-Flo 
data-processing system. Says Beane: 
“We think we have got a good deal of 


UNDERWOOD’S BEANE: 
next item on his agenda: growth 


good equipment, but right now we are 
feeling our way. In less than a 
year we expect to expand our oppor- 
tunities in a big way.” 

Beane has also stepped up develop 
ment of Underwood's | traditional 
products, introduced a 
typewriter and a lightweight adding 
machine. But declining orders, as the 
recession got underway, 
Beane’s efforts largely to nought. Last 
year, however, Underwood's loss was 


new electric 


brought 


cut to,a more modest, but still dis- 
couraging, $1.6 million. 

This year 
fortunes seem to have gone from bad 
to worse. Entering 1958, Underwood 
labored under a near-record $24 mil- 
lion inventory. 
promptly cut production to the bone, 
furloughed 80° of his office-machine 
work force 

“But as you 
ducing,” Beane explains, “you have to 
charge overhead to expenses instead 
of capitalizing it in inventory.” Re- 
sult: in the first half alone, Under- 
wood lost $3.1 million and Beane was 
forced to omit Underwood’s dividend 
for the first time since 1910. 

Beane’s stringent methods seem to 
have accomplished his object: reduc- 
substantially. Now 
with the normally better second half 
at hand, Beane hopes to net $800,000 
for the balance of the year, despite 
the continuing drag of inventory re- 
“That $800,000 is, 
a guess,” he 


recession Underwood's 


worth of Beane 


soon as stop pro- 


ing inventories 


of course 
“though I 
admit our sales forecast looks pretty 


duction. 
just warns, 
conservative to me.” 
Conservatively, then, Underwood 
expects to lose around $2 million fo: 
the year. Yet Beane is fai 
heartened by this prospect 


from dis- 
Says he: 
“We've made a good deal of progress 


toward restoring Underwood to a 


normal earnings position, and I think 


the worst is unmistakably ove: 

Old Refrain? Skeptical Wall Street- 
reminded that they have 
heard that song before Underwood 
heralded a 

this 


disasters cascade \ 


ers were 


more than once coming 


turnabout before only to see 
new and worss 
it. Beane, 


lieved in the 


however, 
reality of a 
himself 

As il to underscore 
faith, last month Underwood 
Canog 
(sales) California 


and 


California's a Corp 
million 
radai telemetering 
control 
is that Canoga 


systems and Underwood data 


guidance and 


Beane’s logic 
will go naturally oO 
gether, like the hand in Underwood 
golden glove. 


essing systems 
“Because we've made 
real progress internally,’ he observe 
“we are now able to turn our atten 


tion increasingly to growth 
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PROMOTER EARL BELLE (LEFT) AND LISTENERS: 


PERSONALITIES 


HOW TO STEAL 
A BUCK 


To “Boy Wizard” Earl Belle, 

26, Cornucopia Gold Mines 

seemed a veritable horn of 

plenty. Now, with Belle and 

boodle in Brazil, his stock- 

holders are left holding a 
very empty bag. 





“I’M NOT a good Samaritan,” the dark, 
intense young man readily conceded 


in a newspaper interview with TV 
inquisitor Mike Wallace. “But,” added 
Ear! Belle, “I’m not going to open the 
veins and take the last drop of blood. 
It doesn’t make business sense. I 
never want anybody to ever point a 
finger and say ‘Earl Belle hurt that 
guy.” 

Last month, not three months after 
he confided to Wallace that “I want to 
weld together a company that will 
leave its mark in American financial 
circles,” slick Earl Belle made his 
mark, and almost everyone who ever 
did business with him was pointing 
the finger and crying hurt. In Mc- 
Keesport, Pa., the People’s Union 
Bank was out $200,000 in an un- 
secured loan recently granted to 
Belle. Also out’ a good deal of cash 
was Huntington, L.I.’s Security Na- 
tional Bank, while in Saltsburg, Pa., 
the First National Bank was left 
holding $45,000 of Belle’s worthless 
checks. 

Flying Down to Rio. Yet the banks 
were at the end of a very long line. 
Hurt most of all were some 2,500 
shareholders who had put their mon- 
ey in Monroeville, Pa.’s Cornucopia 


26 


“a dollar ... can roll away” 
Gold Mines and their faith in 26- 
year-old go-getter Belle. Rushed in 
to Monroeville, a team of Securities & 
Exchange Commission auditors poked 
through Belle’s bizarre Cornucopia 
books, reported the company’s affairs 
“in a state of flux.” 

“Flux” was putting it mildly. In ad- 
dition to conning all those banks out 
of all that cash, busy bee Belle had 
literally sacked the safes of several 
subsidiaries belonging to his Eastern 
Investment and Development Corp. 
(which controls Cornucopia). In all, 
Belle may have made off with at least 
$1 million in cash plus an untold 
amount of securities. Said one Belle 
associate: “This is going to put the 
Brinks job to shame.” 

And where was Earl Belle? With 
two newly purchased money belts 
strapped about their waists, Belle, his 
cohort Mitchell Ostwind, and their 
families had skipped for Brazil, a na- 
tion which conveniently has no extra- 
dition treaty with the U.S. and is thus 
fast becoming a sanctuary for such 
other Belle-wether U.S. expatriate 
industrialists as Swan-Finch Oil’s 
Lowell Birrell and Green Bay Min- 
ing’s Charles Stahl. 

After getting settled in Rio’s Hotel 
Glory, Belle thoughtfully penned a 
letter to the FBI. Insisting that in- 
vestigation would uncover “enough 
assets in Eastern Investment to pay 
off every debt and replace the stolen 
cash,” Belle blandly confessed: “I am 
deeply sorry for all the people who 
have been misled, and for all the 
wrongs done, and for the unwitting 
part I played in the deception. I 
wanted so much to succeed that I 
went along on several things I should 
have known better than to do... . 
I imagine that a permanent exile is 
punishment enough for me.” 


The Driving Force. To Earl Belle, 
success, measured in money, has al- 
ways been “a driving force, a way of 
proving yourself.” A dollar, he once 
said, is round “and you figure it rolled 
to you so easy, it can roll away. But 
if you claw your way up, nobody can 
take anything from you.” 

Belle began clawing at the age of 13, 
when, like Tom Sawyer, he organized 
an eight-boy sign-painting crew to 
get enough money to buy himself a 


‘bike. He put himself through the Uni- 


versity of Pennsylvania by dealing in 
watermelon futures, turned a $100 
investment into a $1,000 profit. 

When he left college Belle got “the 
usual offers from big companies.” 
“But,” he later complained, “they all 
talked about pension plans, vacation 
and fringe benefits.” To Belle, that 
was “a bunch of baloney.” 

Teaming up in 1956 with Murray 
Talenfeld, then 22, son of a longtime 
real-estate dealing family, Belle 
bought a section of Pennsylvania land 
for $1,500 an acre, succeeding in sell- 
ing it a year later at ten times that 
price. After that first joint venture, 
the two young lions gained control of 
the voting stock of the First National 
Bank of Saltsburg, brought in Mur- 
ray’s father Edward and brother Bur- 
ton to form Eastern Investment. Their 
aim: to develop the industrial po- 
tential of Saltsburg, a chronically 
depressed area of some 1,200 people. 
Belle and the Talenfelds worked such 
wonders (floating consumer loans, 
building plants and homes) that with- 
in two years they had helped create 
500 jobs and almost doubled Salts- 
burg’s annual payroll to $2 million. 
In the process, Belle’s Eastern Invest- 
ment became a $2.5-million concern 
in its very first year. 

The Cocktail Party. Flush with suc- 
cess, a year ago Belle and the Talen- 
felds reached out for Cornucopia 
Gold Mines, a listless outfit with dig- 
gings in gold and uranium, a string of 
deficits, but a highly prized listing on 
the American Exchange. To Belle, 
Cornucopia was the horn of plenty it- 
self. Last January, in one fell swoop 
Cornucopia picked up no fewer than 
six different operating subsidiaries 
(price: $3 million), whose interests 
ranged from missile parts, printing 
and water heaters to ready-made cur- 
tains, draperies and slip covers. By 
thus using Cornucopia as a shell, 
Belle corralled a half-dozen going con- 
cerns with 1957 sales of $5.5 million, 
assets of more than $3 million and a 
net worth of over $2 million. 

By last February, the ever ebullient 
Belle was ready to spring his biggest 
surprise. He took over Manhattan’s 
swank Chez Vito for one whale of a 
press party (astonishing host Vito 
himself, who had never heard of Belle 
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and advised: “I think I'd be a little 
too expensive for you. You might try 
The Brass Rail’). But take over 
Chez Vito Belle did, using the oc- 
casion to announce Cornucopia’s 
change of name to the more all- 
encompassing General Kinetics* along 
with grandiose plans for expansion. 

By this time, the ever watchful 
SEC had begun to peer with jaundiced 
eye into Belle’s feverish promotions. 
As much as a year before, the SEC 
had suspended Cornucopia from trad- 
ing on the American Exchange for 
selling securities that were not regis- 
tered; later it was reinstated. But in 
April, when Belle failed to publish an 
annual report, the SEC lowered the 
boom again. Though he rushed to 
turn out a makeshift brochure within 
48 hours, it was too late. 

Destination Brazil. In the meanwhile, 
Belle’s erstwhile partners, the Talen- 
felds, had broken with him, selling 
him their interest in Eastern Invest- 
ment for a reported $500,000 in cash 
and the rest in notes, now presumably 
worthless. With his paper empire 
threatening to come tumbling down, 
Belle made one last appeal to the SEC 
for reinstatement. When it was re- 
fused last month, Belle made his des- 
perate decision, rounded up his sec- 
ond wife, his buddy Ostwind and his 
big boodle, and took off for Brazil. 

“The only security,” Belle had once 
said, “lies within the individual. 
There is no Santa Claus. . . . There’s 
nobody going to give you anything at 
all... . You have to make it.” True 
to his word, Earl Belle, who sure 
enough left his mark in American 
financial circles, had made it all by 
himself. 


*Not to be confused with California's 
reputable company of the same name, which 
later forced Belle to come up with a new 
name, Industrial Kinetics. 


NORTH AMERICAN SUPER SABRE: 
new days, new ways 
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AIRCRAFT 


SHED NO TEARS 


Charting radically different 

profits trends, Boeing and 

North American have oddly 

matched _price-earnings ra- 

tios. Reason: traders are tak- 
ing a distant view. 


“THERE are times,” grumbled one air- 
craft analyst recently, “when I think 
I'd rather test planes than try to figure 
out whether they'll make money. A 
test pilot’s job is less risky.” The in- 
constancies of aircraft finance have 
led more than a few Wall Streeters 
to the brink of despair. Since the 
planemakers’ fortunes are inextric- 
ably bound up with the fast-changing 
needs of the military, every decision 
an airplane producer makes is a major 
gamble, and the consequences can 
change his profit picture overnight. 
Second-guessing the action from the 
side lines, Wall Street’s analysts have 
only their educated noses to trust to 
before leaving their estimates to fate 

Last month they had one such 
knotty puzzle to mull over in what 
seemed to be a curious inconsistency 
in aircraft stock prices. One company 
involved mighty Boeing Air- 
plane,* possessor of the industry's 
largest backlog of orders, and a com- 
pany whose profits have risen consist- 
ently since 1955. Its stock was selling 
at just 8.2 times 1957 earnings. Mean- 
while, just across the Big Board, 
hard-hit North American Aviation,+ 
whose all-important backlog has been 
whittled down some 64° over the 
past 18 months, was being traded at 
a close 7.6:1 price-earnings ratio. For 
six successive quarters, North Ameri- 
can’s earnings have been in decline 
Yet, based on current reduced profits, 
North American was actually selling 
at a far higher price-earnings ratio 
than booming Boeing. 

A Study in Contrasts. Why have in- 
vestors put this strange premium on 
the equities? Getting an answer re- 
quires a close look at both companies, 
which in many ways seem as differ- 
ent as day and night. Mighty Boeing 
boasts the best selling item of mili- 
tary hardware in the whole US. de- 
fense arsenal, the intercontinental 
B-52 bomber, backbone of the U-S.’ 
strategic striking force. It 


was 


also leads 


*Boeing Airplane Co 
rent price: 4573. Price range (1958): high 
4614; low, 344g. Dividend (1957): $1 plus 4 
stock. Indicated 1958 payout: $1. Earnings pe: 
share (1957): $5.49. Total assets: $491 million 
Ticker symbol: BA 


Traded NYSE. Cur- 


‘North American Aviation. Traded NYSE 
Current price: 325,. Price range (1958): high, 
333g; low, 255%. Dividend (1957): $2. Indi- 
cated 1958 payout: $1.60. Earnings per share 
(1957): $4.23. Total assets: $349.6 million 
Ticker symbol: NV 


BOEING BOMARC: 
like its builder, soaring 


in airline equipment with the Model 
707 jet liner, with more orders to date 
than any other commercial jet. Just 
last month President William M. Al- 
len received contracts totaling no less 
than $320 B-52Gs, 
chalked up new orders for 20 
707s (making the total date 
187 planes). With its promising Bo- 
mare air defense missile thrown in, at 
last report Boeing had a backlog of 
$2.9 billion—which amounted to more 
than two 


million for more 
more 


sold to 


business at the 
present quarterly rate 

By contrast, the dollar level of new 
business at North American has de- 
clined swiftly. Chairman James H 
(“Dutch”) Kindelberger, reporting 
last month on the nine months ended 
June 30, announced that his backlog 
of unfilled had dropped to 
$534.4 million, the equivalent of only 
about eight months’ sales on the pres- 
ent basis. Traditionally a builder of 
fighter planes, North American is still 
producing F-100 Super Sabres and 
FJ-4 carrier-based fighters. But Kin- 
delberger has diversified the company 
to the point that it now holds a broad 
stake in missiles, rocket engines, auto- 
matic 


years ol 


orders 


navigation equipment = and 
atomic energy 

Beyond the Horizon. While such di- 
versification augurs well for a 
stable future, what 
North 
thing else again 
the fact that he 
development 


B-70 


more 
has attracted in- 
vestors to American is some- 
Today, by virtue of 
awarded 
both the 
and the 
fighter 
envy ol 
Unless missiles develop 


has been 
contracts for 
“chemical” bomber: 

long-range Mach 3 YF-108 
Dutch Kindelberger is the 
the industry. 
so swiftly as to undercut these proj- 
ects, Kindelberger thus 
chance of inheriting not only 

big bomber business but a 
fighter program as well 
Wall Streeter: “Shed no tears for 
North American. By the mid-1960s 
this could be the most 
planemaker of them all.” 


has a good 
J0eing s 
major 


Observes one 
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FAST THINKING BOILER-BRAIN. This high-speed automatic Blaw-Knox 
control panel master-minds a network of intricate circuits. They instantly 
detect, and correct, the slightest variations in the feeding, firing, or steam 
pressure of boilers at the Pennsylvania Electric Company's Seward Station. 


Electric power demand 

jumps 100% every decade— 
Blaw-Knox Automatic Controls 
help boost generating efficiency 


As the tremendous need for electricity doubles and re-doubles, 
steam turbine generators continue to provide the most economical 
means of producing it. But turbine, boiler, and _ boiler-controls 
must be more closely integrated than ever before .. . they now 
have to operate with higher and higher efficiency. And Blaw-Knox 
automated boiler controls provide the answer—for today’s power 
stations, as well as for those of the future. 

Blaw-Knox has an outstanding record for stepping up efficiency 
in plants, installations, and operations of many kinds. Perhaps 
we can help you in this way, too. If your company generates 
electricity, rolls or fabricates metals, or builds roads .. . if you 
deal with chemicals, processing or communications—you'll be 
interested in our services and products for industry. Our brochure 
“This is Blaw-Knox” tells you about them. Write for it. 


BLAW-KNOX COMPANY 


1232 Biaw-Knox Building * 300 Sixth Avenue 
Pittsburgh 22, Pennsyivania 
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THE MIDDLE EAST 
AND THE MARKET 


All things considered, Wall 

Street seemed to be taking 

the Middle East crisis in 
stride. 


Just as the fall of the Iraqi Govern- 
ment could be heard around the world 
last month, so the clump of U-‘S. 
Marine boots trudging up the beach in 
Lebanon two days later reverberated 
clear back to Wall Street. At first 
news of the Iraqi crisis, the market, 
led naturally by the big oils with Mid- 
dle East interests, nervously buckled 
at the knees. The Dow-Jones list of 
30 industrials dipped six points (to 
476.89). But it was the international 
oils which bore the brunt of the bad 
news. Gulf, Texas, California Stand- 
ard and Getty sank anywhere from 
13g to 434 points, while such Iraqi 
oil producers as Royal Dutch, Shell 
Transport, Socony-Mobil, Jersey 
Standard and British Petroleum gave 
up from 1% to 2% points. 

But when the Marines were ordered 
into Beirut, the market, apparently 
considering the situation well in hand, 
quickly got back on its feet. Not only 
did the pessimistic petroleum stocks 
shave their losses to fractions, but a 
number of domestic oils (notably 
Richfield Oil) registered sharp gains, 
and the market itself soared into new 
high ground since October, putting it 
back to August 1957 levels. 

Action & Reaction. If anything, by the 
time the Russians challenged the U.S. 
to take its Marines and go, Wall 
Street was feeling more confident 
than cowed. In the busiest day since 


' January 16, volume hit 3,240,000 


shares, with rails and industrials set- 
ting new highs for the year. No 
fewer than 117 issues reached new 


| highs; only three registered new lows. 


Clearly, so far as stocks were con- 
cerned, the Middle East crisis had 
changed from a _ sudden jolt to a 
sharp spur. Commodity traders, sens- 


| ing stockpiling possibilities, sent just 


about every food future but eggs 


| arching upward. As for the inter- 
| national oils, most traders were con- 


vinced that the Middle East would 


| still have to peddle its precious pe- 


troleum, and since the Soviet Union 
is an oil exporter, the West would 
still be the Arabs’ best customer. 

Even so, the first weeks of crisis left 
Wall Street anything but stable, with 
stocks reacting excitedly to every 
news bulletin. Clearly, anything could 
happen—both in the Middle East and 
in the market. 
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The FORBES index 


Solid line is computed weekly and monthly, gives equal weight to 
five factors: 








1. How much are we producing? (FRB prod index) 


2. How many people are working?" (BLS non-agricultural employ- 
ment) 


3. How intensively are we working? (BLS average weekly hours 
in manufacture) 


. Are people spending or saving? (FRB department store sales) 
How much money is circulating? (FRB bank debits, 141 key 
centers) 


Factors 4 and 5 are adjusted for value of the dollar (1947-49 
= 100), factors 1, 4 and 5 for seasonal variation. 


Plotted line is a preliminary weekly figure and may not necessarily 
agree with the revised monthly total. Dot indicates an 8-day estimate 

sed on tentative figures for five components, all of which are subject 
to later revision. * 





*Final figures for the five components (1947-49 = 100) 
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tween inflation and deflation; the ebb 
and flow of profits and dividends re- 
ported by industry in general and by 
individual corporations in particula 
the attitude of both 
consumers and investors toward new 
purchases. 

One or a combination of these fac- 
tors has been responsible for the cross 
current price action of this multi-di- 
rectional market over the past several 
months and, for that matter, 
The 
describing such action, has been quite 
thoroughly overworked. So too have 
the words “divergent” and 
nating.” Yet, bette: 
be found to explain the actual condi- 
tion of markets, 


discriminating 


How’s the Market? 


ANYONE asking “How’s the Market?” 
is usually answered by his informant 
giving him the current state of one 
or more of the well-known averages, 
such as the Dow-Jones averages, 
which are made up of 30 Industrial 
stocks, 20 Rail issues and 15 Public 
Utilities. If the market is said to be 
“up” or “strong,” it means that the 
averages are selling above their clos- 
ing level of the previous day. Con- 
versely, if the market is “down” or 


averages, or of any 
other of the well- 
known averages, 
as a yardstick for 
market measure- 
ment has been a 
debatable question 
for many years. 
There are far too many conflicting 
and variable forces working simulta- 
neously, both inside and outside the 
market, to enable any one set of aver- 


several 


years. word, “selectivity,” in 





“discrimi- 


what words can 


recent where indi- 


“weak,” the averages are presumed 
to be selling below that level. 

Any such answer can be very mis- 
leading at times, because if the ma- 
jority of stocks is up but the average 
of thirty stocks comprising the Dow- 
Jones Industrials happens to be lower, 
it is incorrect to say the market is 
lower. The accuracy of the Dow 
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ages to mirror accurately what is go- 
ing on in the market today. Such 
factors certainly would include: the 
crisis in the Middle East; the chang- 
ing patterns of our own economic and 
monetary policies; the tug of war be- 


*Mr. Ward, partner of Hayden, Stone & Co., 
New York City, is a guest columnist for Mr 


Joseph D. Goodman, who is on vacation 


vidual stocks and various groups have 
up, 
very often contrary to the prevailing 
ire- 
quently at variance with other issues 


been moving down, or sidewis« 


trend of the averages and quite 


in the same line of corporate activity” 

Just as a great number of issues are 
selling highe1 than 
when the Dow Industrials topped out 


now they were 


IG 





around 520 last year, preparatory to 
an historic 100-point setback in the 
final half, so too, it may be surprising 
to learn, are there more than 150 Big 
Board issues currently selling below 
the levels reached when these same 
averages bottomed out around 415-420 
in October, 1957. In this connection 
and despite the fact that the Dow In- 
dustrial averages subsequently re- 
covered more than 65 points from 
this low area to above 485 in July, the 
prices of three of its components, 
(Chrysler, National Steel and Union 
Carbide) were lower at that time than 
when the Dow-Jones Industrial av- 
erage was at 420. In fact, many stocks 
have been in their own independent 
bear trend for three years. It has been 
a bull market high if you owned the 
right stocks, but a bear market if you 
owned the wrong ones. 

Investors are learning to “investi- 
gate, then invest,” as the Stock Ex- 
change and its member firms have 
been advising for many years. During 
the process of their investigation, they 
have come to recognize many of the 
basic fundamental and psychological 
elements as well as technical factors, 
which motivate market prices, and 
they have become more selective in 
their purchases or sales of stocks. 

The increasing tendency toward 
selectivity, together with the rapid 
psychological changes which take 
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Prepared by the trained staff of FINANCIAL 
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with business and financial facts and guidance 
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place as a result of sudden foreign or 
domestic news developments, are pri- 
marily responsible for the conflicting 
and confusing distortion in the price 
patterns of the market today. For 
example, while the Dow-Jones In- 
dustrials were just recently selling 
only 8°, below last year’s level, Gen- 
eral Foods was 30°, higher and In- 
ternational Paper was 30° lower 
than their corresponding levels last 
year. Over the past year Standard 
Oil of New Jersey declined 20%, 
against a mere 6% for Texas Company. 
These and many other examples of 
divergent price action during the past 
year between specific groups of stocks, 
individual issues and the various mar- 
ket averages have rendered more 
difficult than ever before the task of 
anyone who tries to forecast, discuss, 
or write about the perennial question: 
“How's the market?” 

Historically no two markets ever 
act the same, and not all stocks or 
the averages reach their top or bottom 
levels at the same time. The over-all 
market today consists of many hun- 
dreds of small individual markets and 
dozens of slightly larger group mar- 
kets all rotating independently within 
their own private price cycles. The 
nature of these cycles, bull or bear, 
depends on investors’ appraisal of the 
outlook for each industry six months 
or sometimes a year in advance. Such 


appraisal would include an analysis 
of how each company or industry 
might benefit or suffer from the ever 
changing economic and international 
factors which have an influence on 
ultimate profits and dividends. 

In this connection, while the strong- 
est forces influencing individual price 
action right now have been reflected 
to a certain extent by the various 
averages, these indices have not and 
could not begin to mirror all the im- 
portant price changes which have 
taken place in the market over past 
years. For example, some years ago, 
when we were just emerging from 
another business recession and the 
Dow-Jones Industrials were selling 
around the 330 level, the following 
stocks were selling substantially 
above what they are today with the 
averages currently 150 points higher 
at 480. Philco was 37, Allied Chemical 
99, Carrier 57, Chrysler 66 and West- 
inghouse 73. At that same time, how- 
ever, the following quality issues were 
selling considerably lower than now: 
Parke, Davis was 31, Air Reduction 
26, American Tobacco 56, Eastman 
Kodak 62, and Lockheed 33. Any of 
these five possible switches would 
have been highly profitable. 

Such comparisons rather emphatic- 
ally prove that the key to market suc- 
cess is selectivity. It applies to the 
correct timing of purchasing stocks 


INVESTOR'S MANUAL 


$5-00 ... or FREE with special offer below 
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and to the right timing of selling 
stocks, and it should also include some 


understanding that some stocks should | 


be entirely avoided. By combining 
patience and confidence with a selec- 
tive buying program of the attractive 
under-valued issues and a selective 
selling policy toward other issues 
which appear temporarily over- 
bought or overexploited, we can 
avoid many of the pitfalls associated 
with any general or haphazard ap- 
proach toward determining ‘“How’s 
the market?” 

An inflation psychology coupled 
with a general belief in the thought- 
ful opinions expressed by many busi- 
ness leaders that the recession was 
slowly bottoming out, with a decided 
upturn coming before the year-end, 
have been the principal reasons for 
the spring-summer recovery in the 
Dow averages in the face of some 
rather drab business statistics. In- 
vestors seem to remember that bear 
markets usually are shorter than 
bull markets and that this one, start- 
ing from an April, 1956 high, is now 
over two years old. 

Regardless of the seriousness of the 
international news, it would be en- 
tirely normal and not surprising for a 
correction of this phase of this sum- 
mer advance to take place from the 
490-500 area on the Dow-Jones In- 
dustrials, and for the market to un- 
dergo another period of consolidation. 
While difficult to gauge at present, it 
is very much doubted that any price 
setback on the misleading averages— 
selling at about 482 as this is written 

will carry below the 455-460 area on 
the Industrials and 114-116 on the 
Rails, unless of course, the situation 
in the Middle East becomes more 
critical and dangerous. 

Notwithstanding the action of the 
averages or where they are selling, 
the profits and dividends lost by being 
out of the market for any length of 
time can be substantial, and there is 
considerable fundamental and techni- 
cal evidence to warrant purchase of 
the following ten secondary stocks in 


diversified lines that represent reas- | 


onably good income and relatively 
low investment risk: Singer Manu- 
facturing (40), Phillips 
(45), Ex-Cell-O (35), Gillette (40), 
American Cyanamid (45), Flintkote 
(43), Allegheny Ludlum (36), Gen- 


eral Dynamics (58), California Pack- | 


ing (48), U.S. Rubber (33). 


By the same token the following | 
ten more speculative issues represent | 


good potentials for price enhance- 
ment: Standard Packaging (1C), 
Sundstrand Machine Tool (20), Phil- 
co (16), J.J. Case (19), Eastern Air 


Lines (33), Cerro de Pasco (30), | 


Crucible Steel (22), Tidewater (24), 
Crowell-Collier (11), Rayonier (17). 
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How the 


BATTLE OF THE FILTERS 
May Affect Leading Cigarette Stocks 


¢ canara shares have been market stars since business began crumbling last Fall 
4 It took “four years and a recession” to restore them to investor favor, after the 
health scare that first broke in 1953. 

When the turn came, it was dramatic—but the big gains have been made in a stock 
that formerly lagged the group. The long cancer controversy liquidated entrenched brand 
loyalties, and catapulted the filter cigarette to top smoker preference. And leadership in 
the filter race has been challenged by the smallest of the “Big 5” cigarette companies 

But now the “Battle of the Filters” is entering a new stage as the three giants of the 
industry take stock and new health charges pose a further question. In its current issue, 
the Value Line Survey discusses the latest moves taken by the industry to meet this 
problem, shows which brands are likely to gain a better slice of the filter market, which 
of the “Big 5” are candidates for increased earnings and dividends in 1958 

A copy of this important issue will be sent to you at no extra cost under the 
Introductory Offer below. 


A SPECIAL $5 INTRODUCTORY OFFER* 


You are invited to receive, at no extra charge under this special offer, this week's 
64-page edition of the Value Line Survey with its special report on the tobacco industry 
and full page Ratings & Reports on the leading tobacco stocks. Also included in this 
issue are timely industry reviews of the Movie and Television, Soft Drink, Brewing 
and Distilling, and Publishing industries. Investors may find special interest in the 
16 stocks ranked highest for Probable Market Performance in the Next 12 Months 
The 46 leading stocks covered include: 

Amer. Tobacco Columbia Brc'tg A" 

Liggett & Myers Loew's, Inc. 

Lorillard (P.) Nat'l Theatres 

Reynolds Tob. ‘’B"’ Paramount Pict. 

Philip Morris Stanley Warner Time, Inc 
Amer. Broadc. Par. Twentieth C.-Fox and 23 others 

In addition, you will receive by return mail, at no extra charge, the latest Value Line 
Summary of Advices on 850 major stocks and Special Situations, with the Value Line's 
5 objective measurements of value for each stock: (1) Quality; (2) Intrinsic Value 
(3) Probable Market Performance in Next 12 Months; (4) 3 to 5 Year Appreciation 
Potentiality; (5) Estimated Yield in Next 12 Months. 

Under this offer, you will also receive the next 4 weekly editions of the Value Line 
Survey covering over 250 major stocks, a new SPECIAL SITUATION recommendation 
Supervisep Account Report. two Fortsicutty Coumenrartes and four Wrens 
SUPPLEMENTS. 


Canada Dry 
Coca-Cola 

Nehi Corp. 
Pepsi-Cola 
Amer. Distilling 
Anheuser Busch 


Distillers Corp 
Nat'l Distillers 
Schenley Ind 
Curtis Publish 


(Annual Subscription $120) Vew subset 


To take advantage of this Special Offer, fill out and mail coupon below 
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HOW TO BUY 
REAL ESTATE 
FOR PROFIT 


The “what, where, when and how” of 
making smart deals in real estate are 
explained in step-by-step details, in the 
new guide just pub ished: * ‘How to Buy 
Reali Estate for Profit,” by attorney 
Clyde T. Cadwallader. 

his money-making guide shows how 
to operate on shoe-string capital if nec- 
essary, and play for high stakes with the 
profit- -odds in your favor. 

You get clear, down-to-earth guid- 
ance on: How to finance deals with a 
minimum of cash. How to size up the 
profit possibilities of a particular tract 
of land. How to accumulate a tidy for- 
tune through rental of rooms and apart- 
ments. How buyers of tax liens have 
become wealthy. Profits available in 
buying certain neglected types of subur- 
ban land. 26 points to check before buy- 
ing a home. How to make profits through 
subdivisions. How to etermine the 
right purchase’ price—selling price 
What you must know about titles, mort- 
gages, insurance, taxes, easements. How 
to make profits through joint ventures, 
syndicates, exchanges of property. How 
to build your fortune through the “‘sell- 
some, keepsome”’ formula. How to get 
started with small capital. 

There's almost no way left EXCEPT 
real estate where you can make big 
money so easily and with so little risk. 
This great new guide gives you the 
“know-how” you need to reap the enor- 
mous rewards of real estate speculation 
now 

“How to Buy Real Estate for Profit” 
is being made available for 10 days’ free 
examination, and if you decide to keep 
it the cost is only $5.95. Write to Pren- 
tice-Hall, Inc., Dept. M-575, at Engle- 
wood Cliffs, N. J., for your free-trial 
copy. 


Trade Commodities 


But Get Facts First 








Learn how professionals time their 
trades. How and when to spread. When 
to use stop loss orders. How the market 
may be measured to determine price 
trends. How to stay with the long trend 
and trade the intermediate. 


A revealing wealth of information is 
contained in our book “How To Trade 
Commodities for Profit". 


Send $1.00 for a copy and we will in- 
clude free of charge a 3 weeks trial 
of our complete commodity service plus 
our profit record for wheat and soy- 
beans for the past 4 years. 


MARKET RESEARCH ASSOCIATES 
108 South Los Robles, Pasadena, Calif. 








| the enigma of the Middle East. 
| risk which must be accepted or re- 


| which favored their 
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BEAR MARKET? 


When the market falls, many common 
stock warrants go down to very low 
prices and afford the greatest potential 
appreciation on a rebound. Example: In 
one market cycle a $500 investment in 
Tri-Continental warrants appreciated to 
$85,000. You should read THE SPECU- 
LATIVE MERITS OF COMMON STOCK 
WARRANTS, by Sidney Fried, for the 
full story of warrants, accompanied by 
a list of 121 ¢ommon stock warrants you 
should know about. For your copy, send 
$2 to R.H.M. Associates, Dept. F-112, 220 
Fifth Avenue, New York 1, N. Y. 
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THE MARKET OUTLOOK 


by SIDNEY B. LURIE 


“You Gotta Have Heart” 


OsvIouSLy, something new has been 
added to the stock market equation 
by the “flare-up” in the Middle East. 


| The question of what this means price- 


wise, however, is something which is 
entirely personal, for everyone must 
be his own Foreign Affairs “expert.” 
It’s utterly ridiculous for this column 
—or anyone else—to attempt to solve 
It’s a 


jected. 

In market terms, rejection means 
selling securities, raising cash. It does 
not mean the purchase of non-cyclical 
stocks—the so-called defensive equi- 


| ties. For one thing, at these average 


price levels the only defense is cash 
itself. Secondly, as has been observed 
in previous columns, defensive stocks 
already have enjoyed their time on 
the “Hit Parade.” The conditions 
purchase have 
been fully exploited, and they now 


| are vulnerable. 


The most interesting vehicles today 
are the so-called “cyclical groups,” 
such as the oils, rails and steels. After 
all, cyclical companies inherently have 
a better “built-in” profits potential in 
a business upswing than defensive 
companies whose chief appeal lies in 


| their indifference to the business cy- 
| cle. 


Secondly, the basic operating 
efficiency of the Better-managed cy- 
clical companies is much higher than 
it was six and nine months ago. The 


frills are gone, and 
operations have 
been tightened. 

An excellent il- 
lustration can be 
found in the May 
and June rail earn- 
ings reports. In 
many cases, profits 
have risen in the face of a decline in 
gross. As a result of this “belt-tight- 
ening,” the rails (and other cyclical 
companies) in effect posses double- 
barreled leverage. This, in the sense 
that profits will increase faster than 
gross as business improves. 

Chances are, this approach will sur- 
prise the classicists, i.e., the conserva- 
tives. But 1958 has been a year which 
points up an elementary fact: the 
speculative game is the same, but the 
rules are different. In other words, 
blind reliance on the lessons of the 
past and on time-worn theories simply 
has not been profitable. If history is 
relied on without temperance, the 
ability to read would be the only 
requisite for speculative success. In 
particular, there are three important 
lessons which can be learned from 
market patterns of the past six 
months: 

1) In a neuter gender era, concen- 
tration, selectivity, flexibility are the 
keys to market success. Broad diver- 
sification only “pays off” when the 
flood tide of a major upswing exists. 
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2) At a time such as the present, 


the biggest names, the so-called “best | 
companies,” are not necessarily the | 
best speculative vehicles.. This year’s | 
handsomest opportunities have been | 


off the “beaten path” of popularity. 
3) Labels can be misleading, for 


dynamics often can be found in the | 
Witness the | 


least-expected places. 
private bull market enjoyed by de- 
fensive stocks. 


In a word, “You Gotta Have Heart” | 


in Wall Street, as well as knowledge, 


judgment, imagination—and a little | 


luck. Changes in speculative psychol- 
ogy are as inevitable as day and night, 


which means a 5% to 10% swing in | 


the averages can always occur with- 
out a significant change in the funda- 
mentals. All that is required is a news 
catalyst. The fact that the market's 
initial shock reaction to the Middle 
East news gave way to buoyancy prob- 
ably can be explained in several ways. 


One is the possibility that the news of | 


our heightened interest in the Middle 
East may have subconsciously spelled 
a strong inflationary psychology, a 
flight from the dollar to equities. This 
via the thought that our deficit will be 
even greater than had been previously 
anticipated. Another may represent 
a mixture of fear and fatalism. This, in 
the sense that if—the Good Lord for- 
bid—Lebanon is more than another 
Korea, it makes little difference 
whether one holds cash or equities. 

Irrespective of the rationalizations 

-and many can be offered—two mar- 
ket truisms come to mind: 1) A mar- 
ket is healthy when opinions make 
prices; it is dangerous when prices 
make opinions. 2) Thus it’s easy to be 
too complacent now just as it was to 
be overly pessimistic last winter. All 
of which makes a summary of the pros 
and cons worth noting: 

e On the debit side of the ledger, 
the following thoughts come to mind. 

e The high short interest is not a 
guarantee against decline. It must be 
related to the volume of trading, which 
is higher now than in 1931, and the 
number of shares listed, which has al- 
most quadrupled. 

e The fact that these are profession- 
ally dominated markets does not au- 
tomatically imply a one-way pattern. 
The institutional investor can sell as 
well as buy securities. He is not 
necessarily a permanent investor. 

e Stock prices follew the trend of 
corporate profits, not the purchasing 
power of the dollar. There is no direct 


or constant relationship between stock | 


prices and the cost of living. The real 
inflationary pressure will not become 
apparent until prosperity returns. 

e The relationship of stock yields to 
bond yields is chillingly reminiscent 
of that which existed at past market 

(CONTINUED ON PAGE 40) 
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We don't know all the answers 


No broker does. If he did, he’d retire. But to keep our 


own batting average up, we spend more than a million dol- 
lars a year on a Research Department just to gather facts 
about securities—-something a lot more substantial than 
hunch or hearsay. 

Our representatives are equipped to give these facts about 
securities to our customers. And there’s no charge. Our only 
compensation is the commissions we get on their business 
as a matter of policy, the minimum commissions we can charge 
on any organized exchange. 

If the facts we have about particular securities would be 
helpful to you... 

Or if you'd like to have a thorough-going and objective 
analysis of your entire portfolio... just ask. 
Our answer won't cost you a thing—-won't obligate you in 


any way. Simply address— 


Attan D. Gutiiver. Department §D-73 


Merrill Lynch, Pierce, Fenner & Smith 
Members New York Stock Exchange and all other Principal Exchanges 
70 Pine Street, New York 5, N. Y. 


Offices in 112 Cities 











ANOTHER STOCK—NOW UNDER $5—WHICH 


MAY DOUBLE PRICE 
LIKE BABBITT! 


Claims are one thing—-results another. A profit of more than 120° could have been made 
by buying B. T. Babbitt at $4 per share last October. For an investment of only $400 you 
could have already taken more than $500 out of the market in profits after commissions 


SERVEL SHOOTS UP TOO! 


This is not just an isolated case. A number of low-priced stocks, many selling under 
$5, have been on the march. Investors who bought Servel, Inc. at 5! in mid-April 
could already have taken a profit of 95°°. Others have recorded large gains too 
The question in the minds of alert investors today is “which low-priced stocks are 
likely to move next?” That is the type of profit-pointing guidance given by our 
intensive research reports. Each report pinpoints a stock that appears to have unusual 
profit possibilities. but which has been overlooked by the general public. 


See for yourself how large profits may be reaped 

FREE REPORTS: from a small investment in these “hidden value 

® stocks.” Just send name and address on a posteard 

or mail coupon below for FREE one-month trial subscription (ineluding a list 

of our most recent recommendations). No obligation. No salesman will call. Selected 
Securities Research, Dept. F-64, Seaford, N. Y 


Selected Securities Research, Dept. F-64, Seaford, New York 


Send me your SSR reports for 1 month’s FREE trial. Also send your original report: 
on Babbitt and Servel. 


Name ... 


Address . 
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How to save taxes 


Tax-Exempt Income 
for Life from 
Pomona College 


Here is a real tax bargain for you. 
By exchanging appreciated secur- 
ities at today’s market value for a 
tax-exempt life income contract 
guaranteed by Pomona College, 
you will — 


* eliminate all tax on your capital gains 
* gain tax free income for life 
receive 20% contribution credit 
reduce your income tax 
have more spendable income 
provide income for your survivor 
lessen estate and inheritance taxes 
establish a memorial fund in your 
name at the College 


AAS AAA AAAS 


The College can offer you these 
important benefits because, as a 
tax-exempt institution, it can do 
things for you that you cannot do 
for yourself. For complete details, 
write today for free booklet ““Tax- 
Exempt Income for Life from 
Pomona College.” 


POMONA COLLEGE 


Rm. 203-F,Sumner Hall, Claremont, Calif. 
Assets $22,800,000 


FOUNDING MEMBER OF THE FIVE ASSOCIATED 
COLLEGES AT CLAREMONT 


N] 58024 
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A POSTMAN'S 
REMARK ADDED 
$2,000 TO MY 
INCOME 


By a Wall Street Journal 
Subscriber 


I was chatting with the postman who de- 
livers my mail. He remarked that two 
families on his route who get The Wall 
Street Journal had recently moved into 
bigger houses. 

This started me thinking. I had heard 
that The Wall Street Journal helps people 
get ahead. “Is it really true?” I asked 
myself. “Can a newspaper help a man 
earn more money ?” 

Well, to make a long story short, I 
tried it and IT DID. Within a year I 
added $2,000 to my income. 

This story is typical. The Journal is a 
wonderful aid to men making $7,000 to 
$20,000 a year. It is valuable to the 
owner of a small business. It can be of 
priceless benefit to young men. 

The Wall Street Journal has the largest 
staff of writers on business and finance. 
It costs $20 a year, but in order to ac- 
quaint you with The Journal, we make 
this offer: You can get a Trial Subscrip- 
tion for 3 months for $6. Just send this 
ad with check for $6. Or tell us to bill you. 
Address: The Wall Street Journal, 44 
Broad St., New York 4, N. Y. FM8-1 











|expected, even by Washington 


MARKET COMMENT 


How Much Have Things Changed? 


Ir 1s the unexpected which leads to 
larger movements in the stock market. 
The Iraqi coup was entirely un- 
“in- 
siders.” It threatens to introduce new 
factors into the business and invest- 
ment situation. Right now, the stock 
market is doing a lot of guessing about 
this; and make no mistake about it, it 
is still guessing. 

The initial reaction apparently is 


| that, while it probably does not mean 


a real war, it does mean that the 
threat of war is increased. Recalling 
shortages and the buying boom dur- 
ing World War II and during the 
Korean incident, it is being assumed 
that the cash-rich public will unwind 
the haywire from its purse and re- 
sume buying consumer durables and 
other things; that this will accelerate 
the modest improvement in business 
already evident; and that it will lead 
to more defense spending and greater 
heavy industry activity. That, in a few 
| words, and somewhat over-simplified, 
is the bullish case, or more accurately, 
what has been added to the bullish 
case. 

No one likes to think about what a 
|full scale war would mean, if one 
should come. Furthermore, no one 
|really knows what such a war would 
be like. These new devices of de- 
struction, if used, theoretically might 
make the conflict at once the shortest 
and most destructive catastrophe in 
all history, setting civilization back 
decades if not destroying it. There is 
no way for the investor to prepare for 
anything like that. 

Something else has been added, es- 
pecially if defense spending is to be 
stepped up—and, to some extent, if it 
is not to be stepped up. Even current 
large federal deficits lead to the cre- 
ation of more credit and cash, adding 
substantially to the already excessive 
supply of funds. With the bond mar- 
ket soft (as it has been of late), the 
tendency is to finance the deficit more 
and more through the sale of new 
U.S. Treasury securities tailored more 
for the bank market than for in- 
|dividual investors. All the banks do 
| when they buy Governments is to 
|create a deposit against which the 
Government can draw checks to pay 
| wages, salaries and buy things. 

The bank deposit is money—more 
money. Most of it eventually becomes 
cash or private bank deposits. Some 
part of this new money goes into the 
stock market. It does not take a very 
|high percentage of it to make quite 


by L. O. HOOPER 


an impression on 

prices. After all, it 

has been the larger 

supply of funds for 

investment rather 

than the supply 

of available shares 

which has_ been 

putting prices up against earnings 
during the past eight or nine months. 
Looks like this situation is with us 
to stay a while. 

Then there is the emotional think- 
ing that the uncertainties and poten- 
tials of a situation like this creates. 
The uninterpreted, and often uninter- 
pretable, headlines and bulletins of 
the hour subject day-to-day trading 
to the pressures of snap judgments 
which may be entirely inaccurate. 
There is not much real “ownership 
disturbance” on these snap _ judg- 
ments, but the market is thin and 
the changes in price are all out of 
proportion to the amount of stock 
bought and sold. Actually, during the 
first week after the Iraq _ incident 
about 99.7% of the 4,883,090,086 shares 
listed on the NYSE did not change 
hands. About three tenths of 1% of 
the stock (without correction for 
shares traded twice) made all the ex- 
citement. The marginal thinkers, the 
more emotional people, make most of 
the volume. 

About all a column like this can do, 
under the present situation, is to make 
some assumptions, assumptions which 
seem sound on the basis of what is 
known and on the basis of the writer’s 
possibly fallible judgment. I am as- 
suming 1) that we have entered a pe- 
riod of international tensions which 
may blow hot and cold for months, 
but which will not lead to a broad 
shooting war; 2) that there will be a 
spending which otherwise would not 
have taken place (defense spending 
was scheduled to pick up in the sec- 
ond half anyway;) 3) that business 
will recover faster than seemed prob- 
able before the Iraq incident, and 
that profits will recover faster too; 4) 
that the pressure to spend money will 
increase, both in the stock market and 
in the market for goods; and 5) that 
this probably will be a “mistake-mak- 
ing” period in the investment markets 
because much (not all) of the new 
selectivity will be based on _ half- 
baked and erroneous ideas. Since this 
all adds up to a rising market rather 
than a falling one, I assume investors 
will not be generally inclined to in- 
crease their offerings of common 
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stocks already owned. It is hard to 
sell when everything is going up! 
Now you will notice that none of 


these assumptions are tied closely to | 
the time-worn fundamentals of in- | 
They are more | 


vestment practice. 
concerned with temporary supply-de- 
mand equations in equities than with 
whether stocks are fairly priced in 
relation to the broader earnings and 
dividend outlook. Stocks are not be- 
ing evaluated so much on the basis of 
intrinsic worth as on the basis of the 
pressure of funds, the supply of 
shares, and a selectivity of doubtful 
validity. : 

Eversharp (19%) may be a good 
adventurous speculation. The com- 
pany has some new and more aggres- 
sive executives. It is planning a big 
advertising campaign for its excellent 
razor, using some effective TV media. 
Earnings for the year to end next 
February will depend to some ex- 
tent on how much money is spent on 
advertising. Last year’s net, when 
the (now sold) unprofitable writing 
instrument business diluted profits, 
was $1.21 a share. This is a trading 
stock, not a conservative investment. 

First National Stores (71) is a con- 
servative supermarket stock of great 
promise. The company, unlike most 
supermarket concerns, has no bonds 
or preferred ahead of a common stock 
which has not been split or diluted 
since 1951. It sells at about 13 times 
earnings, a low ratio. Profit margins 
are above average for the industry. 
Recent expansion in New York and 
New Jersey (outside of the traditional 
New England area) looks most help- 
ful to future earnings. Cash flow for 
the year ended in March was $10.27 
a share against reported earnings of 


$5.37 a share. The $2.50 dividend offers | 


a return of 342%, 
stock of this type. 


very liberal for a 


Kansas City Southern (71), through | 
the $4 dividend, offers a well pro- | 


tected return of 5.69%. The company’s 
net operating income for the first five 
months of this year was only 74% 
below a year ago vs. a decline of over 
70% for the railroads as a whole. 
Operating ratio for the five months 
was 31.1% vs. 30.6% in all of last year. 
The road has very little passenger 
business, almost no_ unprofitable 
branch mileage, serves the growing 
Southwest, and has owner manage- 
ment which is uncommon in the rail 
industry. This looks like a sound high 
yielding issue. 

In my opinion the operations of 
United Fruit (48) are improving, and 
the $3 dividend, yielding more than 
6%, is safer than a year ago. I like 
the stock. There is excellent 
buying in Addressograph-Multigraph 
(205) and the company has 2 chal- 

(CONTINUED ON PAGE 41) 
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Profit Opportunities in 
ALASRAN OIL STOCKS 


Middle East Crisis Highlights 
Value of Unexploited Oil Lands 


NEW Middle East outbreak increases threat to international 
oils, and adds to strategic importance of Alaska’s predicted 
“billion barrel oil field.” 
UNITED’s timely Research Report pinpoints the leading 
holders of Alaskan oil leases — with specific acreage esti- 
mates by company — and gives you selective buying advices 
for profit. Included in this Special Investment Report are: 


Alaska Oil & Min 
Colorado Oil & Gas 


Eri 
Gu 
Hu 


7) 








A 


Ohio Oil 
Shell Oil 


Texas Co 


Phillips Petroleum 
Standard Oil of Cal 
lf Oil Texota Oil Sunray Mid-Cont Oi 
mble Oil Richfield Oil Union Oil of Calif 


Plus UNITED’s NEW APPRAISAL of 
‘“‘International Oils in the Middle East’’ 


This companion Research Report gives the volume of crude 
oil production in each area of the Middle East—and the 
percentage of this production to total output company by 
company—for leading internationals such as American 
International (Phillips Petroleum), British Petroleum, 
Getty Oil, Gulf Oil, Royal Dutch, Shell Transport, Socony- 
Mobil, Standard Oil of California, Standard Oil of New 


Jersey, and Texas Company. 


e Natural Gas 


Kerr-McGee Oil Indus 
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FREE WITH TRIAL OFFER: Send $1 for the next 4 weekly issues 
of UNITED Reports, and receive without additional charge, these 
two timely Special Reports. (This offer to new readers only.) 


——FILL OUT COUPON AND MAIL TODAY WITH ONLY $1_. _ _ 


SENT TO YOU BY AIRMAIL $1.25 [) 


UNITED BUSINESS SERVICE 


<7 210 NEWBURY ST. 


BOSTON 16, MASS 


Serving more individual investors than any other advisory service 
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Corporatio n 


A Diversified Closed-End Investment Company 
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MID-YEAR REPORT 
JUNE 30, 1958 


Available on Request 
65 Broadway, New York 6, N. Y. 
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8 GROWTH 
WARRANTS 


LOW-PRICED FOR BIG 
‘LEVERAGE’ PROFITS 


Where you can afford to speculate, there 
is probably no faster, more profitable 
way to make your money grow than in 
well situated warrants. For example: 
while $100 in Tri-Continental’s stock 
was growing to $1,623 in 48 months, 
$100 in I rit: ‘ontinental'’s warrants grew 
to $17,200 or 10.6 times as much 
And while $100 in Hoffman Electronics’ 
stock was growing to $2,267 
months $100 in Hoffman Electronics 
warrants grew to $50,000 or 22.1 
times as much. As you can see, $100 in 
warrants (especially at low prices) can 
do the work of $1000 or even $2000 in 
growth stocks. Now many warrants are 
low-priced once again. And our Editors 
in a new Special Report select for you: 
“@ Very Low-Priced Warrants That 
Can Make You Big ‘Leverage’ Profits’. 
A copy of this new Warrant Report is 
yours as a special bonus now when you 
send just $1 (new readers only) to try 
our unique advisory service ‘The Growth 
Stock Letter’ for the next two weeks 
Mail this ad with your name and address 
and $1 today. Send to Dept. F-1! 


DANFORTH-EPPLY 
CORPORATION 
— Investment Advisors — 
WELLESLEY HILLS 8], MASS. 








PROFITS IN GRAIN 


For larger profits in grains, read the Kelt- 
ner Commodity Letter. This Letter is in 
its twentieth year of publication and is 
probably read by more traders each week 
than ony other commodity advisory service 

To acquaint you with this service, you 
will be air mailed this week's regular 
market letter and also next week's letter 
when issued, on receipt of $1. 


THE KELTNER STATISTICAL SERVICE 
1004 Baltimore Ave., Dept. F-3 
Kansas City 5, Missouri 








& COLUMBIAN 


CARBON COMPANY 


One-Hundred.and Forty-Seventh 
Consecutive Quarterly Dividend 


A regular quarterly dividend of 60 
cents per share on the Capital Stock of 
the Company will be paid September 
10, 1958 to stockholders of record at the 
close of business August 15, 1958. 


RODNEY A. COVER 
Vice-President — Finance 








Uniteo States Lines 
Company 


Common 
Stock 


DIVIDEND 


The Board of Directors has authorized 
the payment of a dividend of fifty cents 
($.50) per share payable Sept. 5, 1958, 
to holders of Common Stock of record 
Aug. 15, 1958. 


WALTER E. FOX, Secretary 
One Broadway, New York 4, ee Be 





STOCK ANALYSIS 


by HEINZ H. BIEL 


Extraneous Factors 


IF SOMEONE had asked me a few weeks 
ago whether Ford was going to cut 
its $2.40 dividend rate, I would have 
said “maybe, but most probably not.” 
I would have wagered 2-to-1 against a 
dividend cut—and I would have lost, 
of course. I think the Ford directors 
made a mistake, unless the internal 
situation in that company is worse 
than’ is known to the stockholders, or 
they are taking a far more pessimistic 
view of the future than is presently 
prevalent among the country’s leading 
industrialists. Whatever the reason 
may be, the board’s action surprised 
the market as well as myself. 

Now, these are the risks we are pre- 
pared to take, both as investors and 
as stock market analysts. If we hap- 
pen to be wrong, we have no one to 
blame but ourselves. 

But every once in a while events 
occur which are utterly unpredictable 
and which can exert a profound in- 
fluence on our lives, with the stock 
market becoming a matter of rather 
secondary importance. Korea was one 
of those events. It happened eight 
years ago, and its after-effects are still 
with us. Another shock, equally sud- 
den, was President Eisenhower's heart 
attack in 1955. And this year, on July 
14, we saw Iraq, key member of the 
pro-Western Bagdad Pact Nations, 
collapse within a matter of hours. 

At such crucial moments in his- 
tory it would be presumptuous to pre- 
dict the future course of events. Fate 
often hangs by a silken hair. We 
might have been pushed off the Pusan 
beachhead in Korea; Russia might 
have intervened on behalf of North 
Korea; President Eisenhower might 
have died or become incapacitated. 

This latest “incident,” already in- 
volving our Armed Forces, can have 
the most serious consequences. There 
is no mathematical formula to cal- 
culate the probabilities. Personally, 
I do not view this situation pessimis- 
tically, but since neither Moscow nor 
Washington has ever paid any atten- 
tion to my opinions or advice, we have 
no choice but to treat this explosion 
in the Near East with the utmost 
suspicion. 

These are the extraneous factors 
that one cannot guard against. By the 
time this issue reaches the reader, half 
the world could be aflame. More 
likely, however, the initial excitement 
will have abated. While major uncer- 
tainties will undoubtedly continue for 


| weeks, if not months, I am inclined 


not to become unduly alarmed, and 


this column pro- 
ceeds on the as- 
sumption that the 
fire wil’ be local- 
ized. 

Business news 
continues to sup- 
port my contention 
that we passed the recession low last 
April when the F.R.B. production in- 
dex hit bottom at 126. It was 128 in 
May, 130 in June, and probably about 
unchanged in July, due to vacation 
shutdowns. If all goes well, the index 
should rise to about 137-39 by the end 
of the year. 

The second-quarter improvement in 
economic activity will not be reflected 
in the earnings reports of all corpora- 
tions. Many, in fact, will be bad as, if 
not worse than, the first quarter, and 
the still growing list of dividend casu- 
alties merely proves that not all busi- 
nesses have turned the corner, yet. 

Among the companies likely to re- 
port significant gains over a very bad 
initial quarter is Allis-Chalmers (25) 
which was forced to halve its dividend 
rate recently after earning only 27c 
a share in the first three months. 
Still selling within only 2% points of 
the year’s low, and 15 points below its 
1955 high of 4042, Allis-Chalmers has 
speculative attraction. 

One of the smaller steel companies 
which has succeeded in keeping its head 
well above water is Granite City Steel 
(40). Starting virtually from scratch 
after the war, this company has raised 
its steel making capacity from 500,000 
tons in 1946 to 1,320,000 at present. 
It is scheduled to reach 1,584,000 
sometime next year, a most remark- 
able rate of growth that far surpasses 
the average expansion for the steel 
industry. Altogether Granite City 
Steel’s capital expenditures in the 
postwar period have exceeded $130 
million, more than $60 a share on the 
2,128,000 common shares presently 
outstanding. The common stock is 
preceded by priorities (debt and pre- 
ferred stock) of nearly $40 million. 

The company’s relatively good 
showing undér generally adverse con- 
ditions reflects not only its favorable 
geographical location (on the Missis- 
sippi River opposite St. Louis), but 
also the broad diversity of its cus- 
tomers which lessened its vulnerabil- 
ity. Granite City Steel may earn about 
$1.75 a share in the first half and 
around $4 for the full year. Its earn- 
ing power in a more “normal” year, 

(CONTINUED ON PAGE 41) 
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Odd Lot Indexes Forecasting 
another Advance? 


are the Drew ‘‘Odd Lot’’ Indexes changing their 
tune for the time being? 


Despite the gloomy business picture and sharp decline in earnings, the “Odd Lot" Indexes changed 
their course last February, indicated an intermediate uptrend, and pretty consistently told the same 
story (until early in July). 


Then the Odd Lot Indexes began to shape up somewhat similarly to their pattern in July-August 
1957 when the stock market topped out at virtually its bull market peak (Dow-Jones 520). Three 
months later the "average" was 100 points lower. 


This is not to imply duplication of the 1957 pattern. The public response to subsequent develop- 
ments cast doubt on earlier indications. 


To investors who may not have been alert to the technical implications of a year ago before the 
100 point decline from 520 to 420—and who are wondering whether to get their houses in order this 
time or to move over to the buying side—the Odd Lot Indexes should prove of especial value in this 
period. 


Ten times in the past twenty-six months the Odd Lot Indexes 
have indicated a change in the market's trend. Eight times 
the conclusions provided by the Indexes have proved significant. 


The sensitive Indexes normally provide useful warnings to 
identify the “selling area’’ prior to important decline. The 
Drew Reports should be especially valuable in this phase of 


the stock market. 
There is nothing stubborn about the Indexes; they do not 


cling to an erroneous position. The sensitive Indexes are 
quick to reveal internal factors which mean a reversal in trend 
—either way. 


We must confess that, much as these identifications seem re- 
warding for the ‘‘years of study’ poured into them, it would 
be presumptuous to expect them to be infallible. But we have 
no choice than to proceed on the record which apparently 
remains intact—that the Indexes have yet to provide a major 
indication that could have safely been ignored. 


The record since the Studies were first made public in 1948 
seems clearly to establish that we will have better stock 
market results heeding what the Studies show us than ignor- 
ing their warnings—whether on a selling climax indicating 
the cleaning-up of liquidation or when the top-heavy struc- 
ture is about to collapse. 


It is always the intention of Drew Investment Associates 
to faithfully report the danger signals—which normally pre- 
cede an important change in trend—and say, in so many 
words, when prudence dictates the selling side, or too much 
pessimism creates an over-sold condition and buying oppor- 
tunities. 
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You may receive the Reports for 30-60 days at one-half 
their regular cost to determine their usefulness. If at the end 
of the trial you feel they have not contributed, we will re- 
fund payment. 


The 3 latest Reports will be included without charge. They 
pull no punches on the immediate situation, near term and 


long range prospects. 
DRE INVESTMENT 
ASSOCIATES, Inc. 

GARFIELD A. DREW, Pres. 
53 State St.—Boston, Mass. 
Send at once your three latest Studies, the 
monthly chart of the Odd Lot Indexes—and 
all Drew Studies for period indicated—seven 
weekly issues for $5 fee—twelve for $8 (re- 
funded on request if the Studies are not con- 
sidered useful). 
a ee 
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wieystone 


Fund of CANADA 


LTD. 


A diversified, managed in- 
vestment in the resources 
and industrial growth of 
Canada. Net earnings are 
retained and reinvested by 
the Fund at low tax cost. 


Ql ea a we we wr ee  - 
THE KEYSTONE COMPANY 
50 Congress St., Boston 9, Mass. 


Please send me Prospectus and descrip- 
tive material on Keystone Fund of 
Canada, Ltd. G-7 


Name 





Address 





City State 

















Free booklet-prospectus describes 


The Fully 
Administered 
Fund 


of GROUP SECURITIES, INC. 


A mutual fund investing in bonds, 
preferred and quality common 
stocks, “‘balanc in accordance 
with the judgment of professional 
management. 


Neme 





Address 


DISTRIBUTORS GROUP, INC. 
63 Wall Street, New York 5, N.Y. 

















T. ROWE PRICE 
GROWTH STOCK FUND, INC. 


€ 
OBJECTIVE: Possible long term 
growth of principal and income. 
OFFERING PRICE: Net asset value 


per share. There is no sales 
load or commission. 


Prospectus on request 


Dept. B 
10 Light Street Baltimore 2, Md. 








EARN | 1% ANNUAL | 


MORE \ RETURN 


A time-tested cumulative participating pre- 
ferred stock @ Dividends increased every year 
since 1946 © An essential business, steadily 
growing in size and earnings. Price about $6 
per share 
ALBERT J. CAPLAN & CO. 
Members: Phila.-Balto. Stock Exchange 
Boston Stock Exchange (Associate) 


1516 Locust St., Philadeiphia 2, Pa. 


THE FUNDS 


READY & WAITING 


Few mutual funds can turn around on 
a dime with each shift of feeling about 
the stock market's prospects. Their 
holdings are too huge to buy, sell or 
switch more than a small part at a 
time. Least of all likely to appear in 
the off-again-on-again category: big 
Massachusetts Investment Trust, 
whose $1.1-bil- 
lion assets make it 
the largest of the 
whole breed. Yet 
probably no fund 
is so closely 
watched by rivals 
for clues as to the 
judgment of its 
managers. 
Dwight Robinson From this potent 
source last month 
the fund fraternity experienced a 
stiff shock. In a somewhat cryptic 
statement, which was widely circu- 
lated, Chairman Dwight Robinson and 
trustees George K. Whitney and Wil- 
liam B. Moses Jr. flashed something 
of a warning. Its gist: the whole mar- 
ket faced, in their opinion, a “serious 
test.” Where, when, of what kind: all 
not specified. 

Those words had an ominous ring, 
and fundmen made the most of them. 
In the process, they probably leapt at 
conclusions MIT’s top brass never in- 
tended. For they ignored some hard 
facts of record right out of MIT’s own 
present. 

To be sure, MIT’s statisticians had 
calculated that “price-earnings ratios 
are about as high as at any time in 
recent years,” in the face of a business 
decline. Unfavorable earnings re- 
ports could be expected at least this 
quarter, and perhaps this fall. But 
whatever all this added up to as bear- 
ish fuel, in practice MIT was the 
model of market optimism. Nothing 
that Fundman Robinson or his trus- 
tees foresaw had made them alter 
MIT’s long-standing policy of remain- 
ing virtually fully-invested in selected 
stocks. 

The moral was obvious: if MIT ex- 
pected a market test, it did not neces- 
sarily expect a bearish outcome. Since 
the first of the year, its portfolio has 
been extensively shifted to strengthen 
its position in three big categories, 
oils, utilities and steels. Dropped: 
130,000 shares of Chrysler, 50,000 of 
ACF. Added: 31,800 International 
Nickel, 35,000 Armco Steel, 86,200 
Royal Dutch Petroleum, 39,000 Indi- 
ana Standard, 21,000 Texas Utilities, 


plus 23,000 Republic Steel, a new- 
comer to the MIT portfolio. How 
ready was MIT for any test? Growled 
Robinson: “As ready as we can be... 
as ready as we will ever be.” 


FIRST FOR FURST 


NATURALLY enough, mutual fund 
managers—like private  investors- 
would rather not dwell on their losses. 
A startling exception these days is 
mustachioed Joseph Furst, president 
of young (4% yrs. old), smallish 
($17-million net assets) Income Fund 
of Boston. Instead of quietly forget- 
ting the inevitable portfolio losses any 
fund management must expect, Furst 
is telling the world about them with 
considerable gusto. 

He has good reason to do so. For 
last month Furst had tucked in his 
pocket a novel Treasury Department 
ruling that made every such loss a 
sort of solid asset. In effect, the rul- 
ing allows Furst to offset investment 
income from Income Fund's portfolio 
against losses taken during any tax 
reporting period on other securities. 
Since, like most funds, Income Fund 
still has paper losses on some stocks 
bought near the top of the 1956-57 bull 
market, it is a chance to put the past 
to good use for future gain. 

The big beneficiaries of Furst’s coup 
will be his 6,300 shareholders. For 
the dividends they receive will be en- 
tirely free of Federal income taxes 
Reason: because the fund’s payout 
will exceed its investment income, 
dividends will class as “distributions 
of capital’ instead of income. An- 
other benefit: dividends will be im- 
mune to income taxes in all but fou 
states (Florida, Pennsylvania, Illinois 
and Missouri). 

Stockholders have already had a 
foretaste of the benefits. The fund's 
March dividend represented 14c per 
from investment income, and 
10c from realized gains. With the new 
ruling in effect, Furst believes, only 
about 5c of this 
will be taxable as 
income and 7c as 
long-term capital 
gains. The 12c bal- 
ance should be 
tax-free as a re- 
turn of capital. But 
the ruling cuts two 
ways. For it also 
means that the cost 
basis of the shares 
held will be reduced by the amount 
of the tax-exempt payout in figuring 
future capital gains. 

Income Fund of Boston, Furst is 
sure, is the first fund to obtain this 
kind of ruling, but eventually he is 
sure that other funds will secure like 
tax treatment for their stockholders. 


share 


Joseph Furst 
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FUNDS 
VS. THE MARKET 





R. J. REYNOLDS 


TOBACCO 
COMPANY 
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~ 10 Largest Stock Funds | Indexes use weekly closing prices | 


| Fund indexes assume reinvestment | * 


QUARTERLY DIVIDEND 








A quarterly dividend of 90 cents per 
share has been declared on the Com- 
Jeahamtenneae | mon and New Class B € ommon stocks 
: 455 of the Company, payable September 5, 
ms 1958 to stockholders of record at the 
close of business August 15, 1958 

W. J. CONRAD, 
Winston-Salem, N. ¢ Secretary 


July 10, 1958 





























Makers of 
CAMEL, WINSTON, 
SALEM AND CAVALIER 
cigarettes 
PRINCE ALBERT 
GEORGE WASHINGTON 
CARTER HALL 
smoking tobacco 


He is not, however, inclined to help 
them do it; the actual text of the rul- 
ing is being kept a tight secret in his 
Boston headquarters. 

How long will it take to write off 
Income Fund’s paper losses against 
investment income? Furst plans “the 
longest possible stretchout” in realiz- 
ing paper losses on items in his port- 
folio, hopes that dividends can be kept 
wholly or partly taxfree through the 


SAVINGS BY MAIL 
fiscal year ending January 31, 1960. | NOW EARN 
Says he: “We still cannot quite be- current an Cr eee ee 
lieve it. It was like hitting [our sales- | annum g te or tg fl mn 


rate Savings and Loan Association 
men] on the head with a sledgeham- | paid Thousands of save-by-mail 
mer.” Neither he nor they, at last quarterly ' account holders currently earn 
report, were feeling any pain. “i ik a pear oy eg 

WITH SAFETY | a: 5th of any month earn from 
GROWTH IS WHERE : ii d the Ist. 
YOU FIND IT nese Se 
russ FIRST WESTERN SAVINGS 2Ssociation 
nace. ° 118 So. Fifth Street - Las Vegas, Nevada 
Nevada's Largest...So. Nevada's Oldest 


“THE MOST attractive capital gain op- 
portunities in the years ahead,” 
prophesied Trustee Charles M. Werly 
of Boston’s $3.6-million Putnam 
Growth Fund last month, “will not 
necessarily be in the growth ‘blue 
chip’ issues of the past. Successful 
growth investing requires an open- 
minded search for tomorrow's iead- 
ers.” Reporting for the May quarter, 
second full quarter since the fund A 
kicked off last November with $179,- 
000 put up by Boston’s George Put- 
nam management group, Werly 
demonstrated his philosophy in ac- 








SOUTHERN 
NATURAL GAS 
COMPANY 


2 rmingham, Alat ama 


235TH CONSECUTIVE CASH DIVIDEND 


dividend of twenty-five cents 
($.25) a share has been declared 
upon the stock of BURROUGHS 
CORPORATION, payable October 


Common Stock Dividend No.78 


A regular quarterly div 


dend of 50 cents per sha 


tion. To such well-known long- 
termers as Outboard Marine, IBM 
and American Photocopy he added 
Shulton, Diners’ Club and Philips’ 
Lamp, going farther afield for Rich's 
(retailing), R. R. Donnelley (printing) 
and General America (insurance). 

Departing from this general pattern 
in Werly’s portfolio: old standby Kan- 
sas City Southern Railway. 
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20, 1958, to shareholders of record 
at the close of business September 
26, 1958. 


SHELDON F. Haut 


Detroit, M 
July l, 


Burroughs 








has been declared 


( mmon Stoc k of 


Natural Gas Company, ¢ 
able September 12, 1958 ¢ 
stockholders of record at t 
close of business on A 
29 1958 
H. I MA 
ce President end 


Dated: July aE 
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CONTINENTAL 
C iii COMPANY, Inc. 
167th 
COMMON DIVIDEND 
A ~ og quarterly divi- 
dend of forty-five cents 
(45¢) per share on the 
common stock of this 
Company has been de- 
clared payable September 
15,1958, tostockholders of 
record at the close of busi- 
ness August 22, 1958. 
55th 
PREFERRED DIVIDEND 

A regular quarterly divi- 
dend of ninety-three 
and three-quarter cents 
($.93%) per share on the 
$3.75 cumulative pre- 
ferred stock of this m- 
pany has been declared 
payable October 1,1958,to 
stockholders of record 
at the close of business 
September 15, 1958. 


8th 
SECOND PREFERRED DIVIDEND 


A regular quarterly divi- 
dend of one dollar twelve 
and one-half cents 
($1.12) per share on the 
Second Preferred stock 
($4.50 cumulative) of this 
Company has been de- 
clared payable September 
30, 1958, to stockholders 
of record at the close of 
business August 29, 1958. 


LOREN R. DODSON, 
Secretary 











NEWARK.N. J. 








Public Service Electric 
and Gas Company 











QUARTERLY DIVIDENDS 


The Board of Directors has de- 
clared the following dividends 
for the quarter ending Septem- 


ber 30, 1958: 
Class of 


Dividend 


Stock Per Share 


4.08% Cumulative Preferred . .$1.02 


4.18% Cumulative Preferred . . 
4.30% Cumulative Preferred . . 
5.05% Cumulative Preferred . . 
$1.40 Dividend Preference . . . 


1.045 

1.075 

1.2625 
35 


All dividends are payable on or 
before September 30, 1958 to 
stockholders of record August 


29, 1958. 


F. MILTON LuDLOW 
Secretary 








PUBLIC SERVICE 








CROSSROADS OF THE 


EAST 








GAS 


DIVIDEND 
NO. 44 


1958. 





TENNESSEE 


TRANSMISSION COMPANY 


AMERICA’S LEADING TRANSPORTER OF NATURAL GAS 


HOUSTON, TEXAS 


The regular quarterly dividend of 35c per 
share has been declared on the Common 
Stock, payable September 15, 1958 to 
stockholders of record on August 22, 


J. E. IVINS, Secretary 








117th CONSECUTIVE QUARTERLY CASH DIVIDEND 
The Board of Directors has declared a quarterly 


cash dividend of 


$.25 per share on Common Stock 
payable September 30, 1958 to stockholders of 
record at close of business September 12, 1958. 


July 21, 1958 


Over 1,100 offices in U. S., 


Wm. E. Thompson 
Secretary 


Canada, Hawaii and Alaska. 


| LURIE 


(CONTINUED FROM PAGE 33) 





| tops. Moreover, the market’s internal 
| technical position probably has de- 
| teriorated. 

e It takes a surprise to make a new 
| price trend, and the only surprise in 
| the present outlook would be a busi- 
| ness recovery, which: 1) falls short 
| of current expectations, or 2) pos- 

sesses far more vigor than now is gen- 
erally anticipated. Whichever way the 
| ball bounces, the answer won’t be at 
| hand until the fall months. 
| On the asset side’of the ledger, only 
one factor need be cited: May was the 
| month the sun came out, and even 


| dark glasses now can’t hide the rays 


| of business recovery. That there are 
exceptions to the upturn is natural 
| rather than noteworthy. This has been 


| and still is, a year of contradictory and 
| conflicting trends. The tone, tenor and 


vigor of the business news has im- 
proved noticeably. There’s less un- 
easiness, more confidence. 

What this background means mar- 
ket-wise must be related to this col- 


| umn’s July thought that 1958 is the 


year of the “Big Double-Cross.” In 
other words, it’s possible to visualize 
a decline in the market at a time when 
the business news is better than it is 
today. This on the theory: a) that the 
earnings arithmetic of the business up- 
turn may leave stock prices wanting 


| more statistical support; b) that in the 


seasonal pattern of markets, Septem- 
ber and October usually are “stand- 
off” or declining months; and c) that 
the Congressional elections may dis- 
turb speculative equanimity, and there 
will be fewer year-end dividend ex- 
tras to discount than in the past. 

All in all, this is a good time to 
emphasize values and question illu- 
sions. It’s a good time to build a little 


| reserve buying power, but neverthe- 
| less be willing to buy specialities. The 


speculative appetite for success stories 
is greater than ever before. This col- 
umn’s nominations for the second half 
of 1958 “Hit Parade” include the fol- 
lowing: Allegheny Ludlum; Baltimore 
& Ohio; Boeing; Chrysler; Flintkote; 
International Telephone & Telegraph; 
Minerals and Chemicals; Mission 
Corporation; Northern Pacific; Philco; 
Rayonier; Thatcher Glass; Tidewater; 
United Air Lines; Wilson. 

As for the generalities, the obvious 
domestic uncertainties are neither 
acute nor a surprise. But the price 
level must be reckoned with, too, and 
a more uneven, average-wise pattern 
would be logical from here out. 


| Advance release of Forses columnists’ 
| regular articles, excepting Mr. Lurie’s, 
| will be airmailed to readers on the day 


of their writing. Rates on request. 
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BIEL 





(CONTINUED FROM PAGE 36) 


and based on its expanded capacity, 
could be in the neighborhood of $8- 
$10 a share. The present $1.60 divi- 
dend rate seems entirely secure. It 
was reduced from $3 to conserve 
funds for continuing capital expendi- 
tures, thereby avoiding the necessity 
of new financing. 

Although the stock has recovered 
sharply from its low, it is still selling 
about one third below its 1956-57 high 
of around 60. I like Granite City Steel 
as a somewhat speculative investment. 

It is regrettable that uneven pro- 
curement policies of the Defense De- 
partment have made investments in 
the aircraft industry unnecessarily 
hazardous, virtually eliminating it 
from consideration for conservative 
investment. Nevertheless, I believe 
the aircraft industry is too important 
to be avoided altogether by investors 
who can assume a reasonable business 
risk. Furthermore, many of the lead- 
ing aircraft stocks represent sound 
value, particularly in the present mar- 
ket in which good stocks are appraised 
rather liberally. 

My preference is Lockheed (50) 
which is strongly represented in all 
sectors of the aviation industry—com- 
mercial and military planes, missiles, 
satellite and nuclear development. 
The quality of management and re- 
search is considered outstanding. 

Although 1958 sales will be some- 
what lower, due to cutbacks of certain 
military plane programs, earnings 
will benefit from the decrease in de- 
velopment expenses for the Electra, 
Lockheed’s turbo-jet transport. Net 
income should be around $6 a share, 
amply covering the $2.40 dividend 
rate which may be _ supplemented 
again by a small stock dividend. 


HOOPER 





(CONTINUED FROM PAGE 35) 


lenging position in the office equip- 
ment industry. This industry will con- 
tinue to grow because of the ever- 
increasing amount of paper work... . 

The Middle East situation makes 
the domestic oils much more in vogue 
than the foreign oils, but the foreign 
oils still are cheaper on the basis of 
assets and earnings. I would not sell 
British Petroleum in spite of the fact 
that it may be out of vogue for a 
while. . . . Masonite (33) looks like 
one of the better values in its group. 
... 1 would expect the motors to be- 
gin to do better, and would not over- 
look Ford and Chrysler as well as 
General Motors. 
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READERS SAY 


(CONTINUED FROM PAGE 4) 


dictable?” (Forses, July 15), that “the 
index itself is a ratio between odd lot 
purchases and odd lot sales, smoothed as 
a ten-day moving average.” Should the 
sentence not have read: . a ratio be- 
tween odd lot sales and odd lot pur- 
chases. he 

Mrs. D. G. NEUMANN 
Milwaukee, Wis. 


The word “between” does not gram- 
matically specify any precise relationship 
of the two factors, i.e., which is divided 
by which. As stated elsewhere in the 
article, the index is the ratio of odd lot 
sales to purchases.—Eb. 


Sm: Your article is very interesting. 
I would appreciate your detailed instruc- 
tions for constructing these indexes. 

May I also commend you on your ex- 
cellent publication. I think Forses is 
the most informative magazine in its 
field, and in particular Messrs. Biel, Lurie 
and Hooper seem to base their opinions 
on logic. They are not always right of 
course, but always within reason. 

Westey A. RICHARDS 
Mackinac Island, Mich. 


Sir: Articles of this type are both in- 
teresting and valuable, as they get away 
from personal opinions and permit an 
objective approach to market appraisal. 

Rosert E. KNopet 
Bridgeport, Conn 


Sm: Having read the article on odd 
lot trading, I am most anxious to learn 
about the construction of the indexes. 

By the way, after reading my first 
issue of Forses, I must compliment you 
on the scope of material that is covered. 
It’s going to be worth many times the 
nominal subscription price. 

—VINCENT J. STEPHENS 
Brooklyn, N.Y. 


Popular Pamphlet 


Sir: We at the New York Chapter [of 
the American Red Cross] are amazed 
at the reader interest in Forses’ Booklets 
column, where our “Teaching Johnny to 
Swim” pamphlet was reviewed in the 
July 15 issue. We have already mailed 
approximately 1,600 copies to individuals 
from all sections of the country. 

It is with regret that I [must] report 
that our supply of [free] booklets appro- 
priated for this purpose is now ex- 
hausted. .. . 

JouHNn S. RENWICK 
American Red Cross 
New York, N.Y. 


Because of the big demand for the 
pamphlet, the Red Cross has reordered 
copies of it and will henceforth sell them 
at 20c apiece (to cover the cost of print- 
ing and mailing). Copies may be obtained 
through your local chapter.—Eb. 


Southern California 
Edison Company 


MVIDENDS 

The Board of Directors has 
authorized the payment of 
the following quarterly divi 
lends 


CUMULATIVE PREFERRED STOCK 
4.08% SERIES 

Dividend No. 34 

25/2 cents per shere; 
CUMULATIVE PREFERRED STOCK 
4.24%, SERIES 

Dividend No. 11 

26'/) cents per share; 


CUMULATIVE PREFERRED STOCK 
4.78% SERIES 
Dividend No. 3 
297/e cents per share 
CUMULATIVE PREFERRED STOCK, 
4.88%, SERIES 
Dividend No. 43 

Vp cents per shore 


The above dividends are pay 
able August 41, 1958, t 
stockholders of record Au 


gust 5. ¢ hecks will be matied 


m pany 


/ 
August 30 


HALE, Treasures 











PUGET SOUND POWER 
& LIGHT COMPANY 


Common Stock Dividend 
No. 60 


The Board of Directors has de 
clared a dividend of 34c per 
share on Common Stock of Puget 
Sound Power & Light Company 
payable August 15 1958, to 
stockholders of record at the 
close of business July 16, 1958 


FrRaNK McLAUGHLIN 
President 














ON THE 


TH 0 U ¢ HTS BUSINESS OF LIFE 


All government—indeed, every hu- 
man benefit and enjoyment, every 
virtue and every prudent act—is 
founded on compromise and barter. 

—EpmunpD Burke. 


Real life is, to most men, a long 
second-best, a perpetual compromise 
between the ideal and the possible; 
but the world of pure reason knows 
no compromise, no practical limita- 
tions, no barrier to the creative ac- 
tivity. —BERTRAND RUSSELL. 


If a rich man is proud of his wealth, 
he should not be praised until it is 
known how he employs it—Socrates. 


Always vote for a principle, though 
you vote alone, and you may cherish 
the sweet reflection that your vote is 
never lost. —JOHN Quincy ADAMS. 


In an active life is sown the seed of 
wisdom; but he who reflects not, never 
reaps; has no harvest from it, but car- 
ries the burden of age without the 
wages of experience; nor knows him- 
self old, but from his infirmities, the 
parish register, and the contempt of 
mankind. And age, if it has not esteem, 
has nothing. —Epwarp YOUNG. 


I can live for two months on a good 
compliment. —Mark Twain. 


If a little knowledge is dangerous, 
where is the man who has so much 
as to be out of danger? 

—Tuomas Henry HuXx.ey. 


Nothing good ever comes of vio- 
lence. —MartTIn LUTHER. 


A crown, if it hurts us, is hardly 
worth wearing. Puiture J. BAILey. 


You hear the expression, time and 


To harbor hatred and animosity in 
the soul makes one irritable, gloomy 
and prematurely old. 
—BERTHOLD AUERBACH. 


B. C. FORBES: 
Fishing for fish is not unlike 
fishing for success. An expert 
took me fishing on the Delaware 
River at Shawnee, for bass. He 
cautioned me not to be too eager, 
when a fish took the bait, to 
“give him the hook.” By and 
by my line began to spin out 
beautifully. I waited as long as 
my patience would let me and 
then gave the line a terrific 
jerk. When I reeled in all there 
was at the end of my line was 
the little catfish bait, slightly 
damaged. I had not given the 
bass sufficient time to stop and 
swallow the bait. My friend got 
a bite, and he had no difficulty 
in landing his fish. An hour later 
exactly the same thing happened 
to me. Aren’t many of us, in 
business, exactly like this? Are 
we not in too great a hurry to 
make a killing? We start ad- 
vertising, say, and because we 
do not pull in orders right away, 
we become disgusted, whereas 
the wise advertiser, like the wise 
fisherman, allows plenty of time 
for the bait to be swallowed. Or, 
we lose patience because we are 
not promoted rapidly, and we 
either lose some of our zest or 
make an ill-considered change 
—and then wonder why we do 
not quickly achieve success. Af- 
ter all, “patience and persever- 
ance” would seem to be a good 
maxim alike for fishermen, em- 
ployees and business men. 





For as I like a young man in whom 
there is something of the old, so I 
like an old man in whom there is 
something of the young; and he who 
follows this maxim, in body will pos- 
sibly be an old man, but he will never 
be an old man in mind. —CICERO. 


A boy has two jobs. 
being a boy. 
to be a man. 


One is just 
The other is growing up 
—HERBERT HOOvER. 


The dissenting opinions of one 
generation become the prevailing in- 
terpretation of the next. 

—Burton J. HENpRICK. 


Nothing can be more useful to a 
man than a determination not to be 
hurried. —Henry D. THOREAU. 


Talkative people who wish to be 
loved are hated; when they desire to 
please, they bore; when they think 
they are admired, they are laughed at; 
they injure their friends, benefit their 
enemies, and ruin themselves. 

—PLUTARCH. 


The wise man is his own best assis- 
tant. —WALTER Scort. 


Things that are bad for business 
are bad for the people who work for 
business. —Tuomas E. Dewey. 


Prosperity cannot be divorced from 
humanity. —CaLviIn COOLInce. 


A man should be careful never to 
tell tales of himself to his own dis- 
advantage; people may be amused, 
and laugh at the time, but they will 
be remembered, and brought up 
against him upon some subsequent 
occasion. —SAMUEL JOHNSON. 


The honest man must keep faith 
with himself; his sheet anchor is sin- 
cerity. —RALPH WALDO EMERSON. 


Be careless in your dress if you 
must, but keep a tidy soul. 
—Mark Twain. 





| More than 3,000 selected “Thoughts” 


The business that considers itself 
immune to the necessity for adver- 
tising sooner or later finds itself im- 
mune to business. _—Derspy Brown. 


again, “I can’t afford it.” Listen! You 
can afford almost anything that you 
are willing to earn. Henry Ford, at 
the beginning of his career as an 
automobile manufacturer, couldn’t 
afford to pay cash to his lawyer, and 
other employees, so he gave them 
stock in his company. All of his most 
valuable helpers retired multi-mil- 
lionaires! All of us could afford far 
more than we think we can. If we 
set our will to a thing a multitude of 
can’ts take to their heels! 

—GEeEorGE MatTTHEW ADAMS. 


| 
available in a 544-page book. Regu- 
lar edition, $5. Deluxe edition, $7.50. | 








For as the earth bringeth forth her bud, and 
as the garden causeth the things that are 
sown in it to spring forth; so the Lord God 
will cause righteousness and praise to 
spring forth before all the nations. 
—IsatauH 61:11 


A Text... 


Sent in by Lillian B. Tassell, 
Andover, N ’. What’s your 
favorite text? A Forbes book is 
presented to senders of texts used. 
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You can put this new Cyanamid plastic in boiling water! 





Now, for the first time, a rigid thermoplastic material is available that withstands 


boiling water. No longer will you need to worry about plastic products softening 
: ‘ INFORMATION of interest about the 


and “‘warping”’ out of shape in hot water—if they are made of Cymac® methylstyren¢ organization, products and activities of 

plastics, developed by Cyanamid research. imerican Cyanamid Company and it 
‘ ; subsidiaries is contained in a ni hool 
Products molded of Cymac, such as the housewares items and utensils shown here let, “This is Cyanamid.” Yo 

can also be washed in automatic dishwashers without distortion. Available in all obtain a copy free on request. Addr 


Public Relations Depart 


colors, odorless, tasteless and unaffected by sub-zero temperatures, Cymac will make nine: Mimerions Came 


possible a great variety of new and improved plastic products. This is another example _e ( ag y, 30 
= Aes : . ; ockefeller Plaze 
how Cyanamid research is working to bring you better products at lower costs New York 20, N. ) 














—__ CYANAMID _—~ 


AMERICAN CYANAMID COMPANY, 30 ROCKEFELLER PLAZA, NEW YORK 20. N Y 
When in New York, visit the Cyanamid Exhibit. Open daily 11 A.M.-9 P.M. Main Floor, RCA Buildin 
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The versatile Lockheed C-130 Hercules. This gigantic prop-jet cargo plane can carry 20-ton loads 6 miles per minute. 


WHY THIS AIRPLANE NOW COSTS YOU LESS 


At the right is a picture of what engineers call a Numer- 
ically Controlled Profile Milling Machine. Bendix makes 
the “‘controlling” part. What it does is produce a finished 


human error; makes qualified personnel available for 
other work. 

Bendix has more Numerical Control systems for 
machine tools in use today than any other manufacturer 
and thus is in a better position to discuss specific applica- 
tion problems with you. For complete information about 
automatic control of machine tools, contact Bendix Con- 
trols Section, 21820 Wyoming, Detroit 37, Mich. 


part directly from basic design information on a blueprint 
eliminating the many in-between steps usually 
required in tooling-up work. 
It has many different applications but, in every case, 
cuts machining, material or labor costs. One example: 
By using conventional tooling-up methods, Lockheed 
Aircraft Corporation’s Georgia Division estimates it 
would have cost them $72,450 and taken ten men over 
five months to make 600 follower cams or templates 
required in tooling for the 


giant Hercules airplane 
pictured above. By using the 


new Bendix Numerical 
Control system, Lockheed with five men made the 600 


cams in fo months at a cost of $37,548 . a saving of 
$34,902 for us taxpayers on one operation alone! 
Lockheed summarizes the advantages of this Bendix 


development thus: Reduces tool manufacturing time; 








; Installation of Kearney & Trecker milling machine and Bendix Numerical 
Increases shop load potential; reduces rework due to Control system, Lockheed Aircraft Corporation, Marietta, Ga 


A thousand products a million ideas 
AVIATION CORPORATION 
Fisher Bidg., Detroit 2, Mich 








